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CHAPTER 1 - MAYOR’S FOREWORD AND EXECUTIVE SUMMARY 


COMPONENT A: MAYOR’S FOREWORD (Cllr N.B. Mchunu) 



Fellow citizens of Indaka Municipality 


The year has come to an end, thus it is now that period of reviewing the progress made in implementing the 
targets the Municipality sets itself for the year 2014/2015 

The Indaka Municipality has managed to obtain unqualified reports in two consecutive years i.e. 2012/2013 and 
2013/2014. This is a commendable milestone having the Municipality obtained unfavourable audits in prior 
years that has resulted in the intervention by Provincial Government in terms of section 139(l)(b) of the 
Constitution. 

The annual report serves as a tool for reporting on the achievements made and the challenges encountered 
during the year. It also highlights the areas of under-performance and the corrective measures that need to be 
taken to rectify the situation. 

The Municipality is not a stand-alone but a sphere of government entrusted with responsibilities under section 
84 of the Municipal Structures Act. There are other functions which fall under the provincial and national sphere 
of government and in the spirit of cooperative governance that must be aligned with those of the Municipality. 

The Municipality in preparation of its IDP, it takes into cognizance the Provincial and Growth Development 
Strategy (PGDS, the State of the Nation Address, and the State of the Province Address, the new ushered in 
Back to Basic Concept and other important macro-economic policies of the country like EPWP, ASGI-SA etc. It 
also bears in mind the National Development Plan as a long-term vision of the country. 

The Municipality performed well in four of the five National Key Performance Areas (KPAs) and the challenge 
was in service delivery and infrastructure development. The projects earmarked for 2014/2015 were not finished 
due to different reasons, one which was the non-approval of R8 million for electrification and other RIO million 
for MIG which was approved in May 2015. 
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The community of Indaka is also aware that Indaka Municipality and Emnambithi Municipality will merge and 
form one municipality after the next local government elections. The process of amalgamation has commenced 
and in advance stage. 

As part of public participation, the Municipality has the functional ward committees which assist in 
communicating the municipal programmes and projects to the communities. The office of the Mayor in 
conjunction with of the Speaker are conducting community izimbizos and roadshows to communicate the IDP, 
budget, annual reports and in-year report to the communities. 

The media in terms of newspapers and municipal website is also used as the platform for public participation. 
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COMPONENT B: EXECUTIVE SUMMARY 
1.1. MUNICIPAL MANAGER’ S OVERVIEW 



Mr. KS Khumalo-The Municipal Manager 


1.1.1 Introduction 

Indaka is an administrative area in the Uthukela District of KwaZulu Natal in South Africa. The Municipality is 
named after the Indaka River that runs through the municipal area. The local authority serves the community in 
and around Limehill - Mhlumayo east of Ladysmith. The Municipality occupies a geographical area of 
approximately 990 square kilometres. Two major traffic routes provide access to Indaka namely the N3 and Nil 
and the Municipality is situated along the Helpmekaar Road which links it to Ladysmith and Pomeroy. 

Indaka Municipality like all municipalities derive its powers and functions in section 156 and listed in schedule 
4 Part B and Schedule 5 Part B of the Constitution of the Republic, section 108 of 1996. Appendix D of this 
report states all powers and functions as per the aforesaid schedule, further to that there is an assessment as to 
whether the Indaka Municipality actually performs each power or function. 

1.1.2 Institutional Overview 


Key Performance Indicators 



I Not Done 


I In Progress 


I Done 


I Well Done 


Indaka Municipality has set its vision as “A Municipality without poverty in 2030”. Contained in the 
municipality’s IDP is a set of objectives through which the municipality believes that they serve as a vehicle 
towards reaching its long term vision. 
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1.2. MUNICIPAL FUNCTIONS, POPULATION AND ENVIRONMENTAL OVERVIEW 
INTRODUCTION TO BACKGROUND DATA 

According to Statistics South Africa the population projections of Indaka is estimated at 103 116, which reflects 
a population decrease of about 10 528 people since 2001. 


KZN233: 

Indaka 

Distribution of population by age and sex, Indaka Local Municipality- 2001 and 

2011 

2001 

2011 

Male 

Female 

Total 

Male 

Female 

Total 

0-4 

7 809 

7 984 

15 793 

8 366 

7 943 

16 308 

5-9 

8 967 

9 016 

17 713 

7 359 

7 106 

14 464 

10-19 

16 543 

16 992 

33 535 

13 720 

13 535 

27 255 

20-29 

6 289 

8 489 

14 778 

6 495 

9 156 

15 651 

30-39 

3 519 

6 291 

9 810 

3 580 

5 041 

8 621 

40-49 

2 709 

4 811 

7 520 

2 490 

4 279 

6 769 

50-59 

2 067 

3 670 

5 737 

2 061 

3 729 

5 790 

60-69 

1324 

3 208 

4 532 

1490 

2 966 

4 456 

70+ 

1021 

2 932 

3 953 

950 

2 852 

3 802 

Total 

50 249 

63 395 

113 644 

46 509 

56 607 

103 116 

Source: Census 2011 


Indaka Total Population 


Age and Gender Distribution 


115000 



>65 

60-64 

55-59 

50-54 

45-49 

40-44 

35-39 

30-34 

25-29 

20-24 

15-19 

10-14 

5-9 

0-4 



•10000 -5000 

□ Female 2001 □ Male 2001 


0 5000 10000 

■ Female 2011 ■ Mate 2011 


SOCIO-ECONOMIC PROFILE 




2014/2015 Annual Report 


GENERAL AND YOUTH UNEMPLOYMENT RATE 

■ Unemployment rate u Youth unemployment rate 

90.8% 



2001 2011 


The Indaka due to the fact that it is at the very periphery of the district has the high rate of unemployment. But 
the rate of unemployment for the last 10 years since 2001 has dropped hy almost 27%. The contributing factor 
for this is attributed to the increase in employment in agriculture, sand mining & quarrying, construction, 
manufacturing and retail business to name a few, having said that the rate of unemployment among youth is still 
high because it is at 67% as per 2011 Census. 

INCOME DISTRIBUTION 


R3 201-R 12801,2% 

R1601-R3 200,1%, \ 

\ Unspecified , 4% 



The chart above depicts that about 40% of people at Indaka do not have income. That needs urgent from all 
spheres of government and the private sector to address. 
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TIMELINES FOR PRODUCING THE ANNUAL REPORT 


No. 

Activity 

Applicable 
legislation & 
Guidance 

Process Owner 

Timeframe 

1. 

Consideration of next financial year’s 
Budget and IDP Process Plan. The 
process plan should confirm in-year 
reporting formats to ensure that reporting 
and monitoring feeds seamlessly into the 
Annual Report process at the end of the 
Budget/IDP implementation period. 

MSA s41 (l)(e) 

MM 

S56 Managers 
IDP/PMS 

Manager 

July 2015 

2. 

Implementation and monitoring of 
approved Budget and IDP commences 
(in-year financial reporting). 

MSA s41 (l)(e) 

MM 

S56 Managers 

IDP Manager 

3. 

Finalise the 4“’ quarter report for the 
previous financial year 

MFMA s52(d) 

MM 

S56 Managers 
IDP/PMS 

Manager 

4. 

Submit draft year 0 Annual Report to 
Internal Audit and Auditor General 

MFMA sl26(l) 
MSA s46 

MM 

CFO 

PMS Manager 

5. 

Audit/Performance committee considers 
draft Annual Report of Municipality 

MFMA sl66 (b) 

AC/PAC 

August 2015 

6. 

Mayor tables the unaudited Annual 

Report 

MFMA 

sl21(3)(a-k) 

Mayor 

7 . 

Municipahty submits draft Annual Report 
including consolidated annual financial 
statements and performance report to 
Auditor General (AG) 

MM 

8. 

Annual Performance Report as submitted 
to AG to be provided as input into IDP 
Analysis Phase 

The annual 
report and 
oversight report 
to be used to plan 
for the 

forthcoming IDP 
review 

Council 

MM 

S56 Managers 

IDP Manager 

9. 

AG audits Annual Report including 
consolidated Annual Financial Statements 
and Performance Data 

MFMA 

sl26(3)(b) 

AG-SA 

September - 
October 2015 

10. 

Municipalities receive and start to address 
the AG’s comments 

Council 

November- 

December 

2015 

11. 

Mayor tables Annual Report and audited 
Financial Statements to Council with 

AG’s Report 

MFMA sl27 

Mayor 

12. 

Audited Annual Report is made public 
and representations are invited 

MFMA s75 

PMS Manager 

January- 
February 2016 

13. 

Oversight Committee assesses Annual 
Report 

MFMA sl29 

Oversight 

Committee 

March 2016 

14. 

Council Adopts Oversight Report 

Council 

15. 

Oversight Report is made public 

MFMA s75 

PMS Manager 

16. 

Oversight Report is submitted to relevant 
provincial council 

The Oversight 
Report must be 
submitted to 
relevant 
provincial 
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legislators after 
approved by 
Council. 




1.1.3 Service Delivery Overview 

The process of service delivery starts at the very first year of a five year term of Council. The Council upon 
elected is expected to adopt a five year inclusive strategic plan called Integrated Development Plan (IDP) in 
terms of Municipal Systems Act, 32 of 2000. This plan is reviewed on an annual basis to ascertain whether the 
community priorities have not changed. In order to achieve the community priorities the Council must adopt 
strategic objectives. 

In terms of service delivery which is the crux of local government, the Municipality has set aside an amount of 
over R60 million for service delivery. This amount includes grants and internal allocation from the Council to 
fund capital projects. The Municipality performed relatively well in terms of capital expenditure as compared to 
previous year, that was attested by the injection of another RIO mullion towards the end of the financial year. 

The main service delivery projects that the Indaka Municipality embarked upon are construction and 
maintenance of roads, construction of high mast light and community facilities. For further details are found in 
chapter 3 of this document. 

Indaka Municipality was categorised under challenged municipalities in terms of Back to Basic Concept. The 
Municipality is doing everything possible to move to functional municipalities’ category. 

1.1.4 Financial health 

The Municipality prepares its budget on a funded mandate, which means that the budget figures are supported 
by cash. The liquidity ratio of the Municipality is far above the 1,5 norm, in fact the current ratio is at 6,14 as 
per the third quarter report. This means that in every Rand owed the Municipality has six Rands to settle that 
debt. 

Even though the Municipality has this positive balance, there are challenges in terms of the implementation of 
the Municipal Property Rates Act. The Municipality depends on government grants to funding and that is why 
the merger with Emnambithi was proposed and gazetted. 

The AGs Dashboard Reports which are issued on a quarter basis were indicating the sound financial 
management in the first two quarters although there were a little downward performance that was reported in the 
third quarter. We are hopeful that we will retain the unqualified audit report. 

1.1.5 Organisational Development Overview 

The administrative policies are championed by Director Corporate and Community Service. These policies have 
been workshoped to staff and Councillors and the Code of Conduct for Councillors and staff have been signed 
in terms of Schedule 1 and 2 of Municipal Systems Act, respectively. 

The large portion of policies is Human Resource related policies like recruitment and retention strategy, training 
and development policy to name just a few of them. 
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COMPONENT A: POLITICAL AND ADMINISTRATIVE GOVERNANCE 
2.1 POLITICAL GOVERNANCE 


INTRODUCTION TO POLITICAL STRUCTURE 

A proper distinction has been made between role players conducting governance in the municipabty. This 
distinction is essential because each group on the level of governance has specific responsibilities and has 
therefore specific roles to play for which they are accountable. In accordance with the Systems Act (Act 32 of 
2000), these roles should be subjected to performance and risk management and eventually to internal audit to 
verify the processes and the outcomes. 

Indaka Municipality has 20 Councillors, in this number 10 of them hold the ward councillors status and the 
other 10 are party representatives (PR), for full picture on the names of councillors please refer to Appendix 
A. These Councillors are elected by the community and therefore the community members hold them 
responsible for service delivery and the implementation of Batho Pele principles. 

The approved Performance Management System of the municipality required that roles and responsibilities as 
outlined in the planning documents of the council (IDP, Budget & SDBIP) is cascaded down between 
accountable and responsible departments for implementation. 


Decisions are taken by full members of the Council. The Executive Committee (Exco) resolves on matters 
delegated to it and recommends to Council on matters that are not delegated. The Council decisions and 
resolutions taken by the Council are obtainable in the minutes. 
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ADMINISTRATIVE GOVERNANCE 


.2 


INTRODUCTION TO ADMINISTRATIVE GOVERNANCE 

The Administrative wing of the Municipahty comprises of the Municipal Manager as the accounting officer, 
Heads of Departments and all employees of the Municipality. 

The administration is entrusted by Council to ensure the provision of services to the local community in a 
manner as enshrined in sections 152 and 195 of the Constitution. 

The Municipal Manager is also entrusted to ensure that the Management Meetings (MANGO) are sitting and the 
resolutions taken thereto are implemented. 
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TOP A DMINISTRATIVE STRUCTURE 


INDAKA MUNICIPAL ORGANOGRAM (2013/2014 F/Y) 



Post not budgeted 


o Post budgeted 


ANNEXURE “A” 

MUNICIPAL MANAGER’S OFFICE 



Total approved posts = 11 
Total employed = 09 
Vacancies = 02 
Vacancy rate = 18% 



Internal Audit 
(Outsourced) 


Executive Secretary 
Office Bearers 


Executive Secretary Municipal 
Manager 



IDP / PMS Officer 


J.B Madondo 


7..S Hlatshwavn 


Mayor’s Bodyguards 


1. M.B Cebekhulu 
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Note: Ms. L.M Mwale (Income Clerk) had been placed in MM’s Office with her position and salary until further notice 


TT 
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The Municipality from the beginning of the financial year has the four senior level positions filled. 
COMPONENT B: INTERGOVERNMENTAL RELATIONS 
2.3 INTERGOVERNMENTAL RELATIONS 


DISTRICT INTERGOVERNMENTAL RELATIONS 


The Municipality is participating in the District Intergovernmental Relations this include the Mayors forum. 
Technical Support Forum, Corporate and Communication forum (principal Municipal Manager of Indaka, 
District Area Finance support forum (Okhahlamba MM), Planning and Development forum (Umtshezi 

MM), Infrastructure Forum (Emnambithi MM) , General and Social Services forum (Imbabazane MM). 

These committees meet on a 
provincial government. 

quarterly basis and report to Mayors forum which ultimately report to 

As part of the amalgamation of Emnambithi and Indaka Local Municipality, the Change Management 
Committee (CMC) was formed. This Committee is chaired by the Uthukela District Municipality with two 
merging municipalities and CoGTA representative. 

Intergovernmental Relations (IGR) Meetings 

Change Management Committee (CMC 
Meetings) 

Date of the Meeting 

Attended (Yes/No) 

Date of the Meeting 

Attended (Yes/No) 

30 September 2014 

Yes 



09 April 2015 

Yes 

04 February 2015 

Yes 

23 June 2015 

Yes 




COMPONENT C: PUBLIC ACCOUNTABILITY AND PARTICIPATION 
2.4 PUBLIC MEETINGS HELD DURING THE YEAR 


COMMUNICATION, PARTICIPATION AND FORUMS 

Public meetings are hosted by the Mayor and Speaker following the public participation programme. All public 
notices as per section 21A of the Municipal Systems Act, 32 of 2000 are made and community participation in 
matters of the municipality fostered. 

The Mayor conducted the public consultation meeting in Febmary/March for draft IDP and budget and again in 
May for final IDP and budget. As per the legislation, the public notices are issued in terms of section 21A of the 
Municipal Systems Act, wherever there is a need to do the communication to the public. 
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WARD COMMITTEES 

The ward committees have been established and functional. They are submitting their monthly sectoral reports 
to the Office of the Speaker through Community Services. Further to that to check their functionality, the 
Municipality is using CoGTA developed template to assess them on a quarterly basis. For further information 
refer to Appendix E. 


2.5 IDP PARTICIPATION AND ALIGNMENT 


IDP ALIGNMENT CRITERIA 

Yes/No 

Does the Municipality have clearly defined indicators? 

Yes 

Does the IDP have priorities, objectives, KPIs and development strategies? 

Yes 

Does the IDP have multi-year targets? 

Yes 

Are the above aligned and they can calculate into score? 

Yes 

Does the budget align directly to the KPIs strategic plan? 

Yes 

Do the IDP KPIs align to the section 54/56 managers? 

Yes 

Do the IDP KPIs lead to functional area KPIs as per the SDBIP? 

Yes 

Do the IDP KPIs align with the provincial KPIs on the 14 Outcomes 

Yes 

Were the indicators communicated to the public? 

Yes 

Were the four quarter aligned reports submitted with stipulated timeframes? 

Yes 


COMPONENT D: CORPORATE GOVERNANCE 
2.5 RISK MANAGEMENT 
RISK MANAGEMENT 

The risk assessment was conducted by Management with the help of our Internal Audit Unit. Following that 
assessment the Management prepared their departmental risk registers which were subjected to auditing by our 
internal auditors. 

The Management agreed that the risk register must be updated and submitted on a monthly basis together with 
monthly reports. The monthly reports from all departments are accompanied by risk register reports. 

2.7 ANTI-CORRUPTION AND FRAUD 


ANTI-CORRUPTION STRATEGY 

The strategy was developed and adopted by the Council in January 2014. This year the Municipality will review 
whether the strategy implementation is effective and meeting its intended purpose. 

As part of the Back to Basic programmes Uthukela District Municipality with its five local municipalities have 
recently launched the Anti-Fraud and Corruption Hotline. The hotline will aid the whistle blowers to report acts 
of fraud and corruption anonymously. 


2.8 SUPPLY CHAIN MANAGEMENT 


OVER- VIEW OF SUPPLY CHAIN MANAGEMENT 





The SCM Unit is functional. The SCM policy was adopted hy the Council which underpins the functioning of 
the unit. The Bid committees which are the crucial body in the functioning of the unit have been established and 
functional. 

KZN Treasury has trained the pool of employees on Supply Chain in order to ensure that if there is a vacancy in 
the committees, the accounting officer can have a confidence to appoint any staff member to serve in the 
committee. 


2.9. WEBSITE 


INTRODUCTION TO MUNICIPAL WEBSITE 

The Municipal website is functional and crucial documents in terms of section 21B (MSA) and 75 (MFMA) are 
posted. Website address is www.indaka.gov.za . 


2.10 PERFORMANCE MANAGEMENT SYSTEM 


OVERVIEW OF MUNICIPAL PMS 

The Performance Management Unit of the Municipality despite challenges but it has strived to ensure that 
crucial documents, like organisational scorecard. Service Delivery and Budget Implementation Plans (SDBIPs) 
are prepared and adopted. 

The Unit also prepares the quarterly reports which are audited by Internal Audit. The challenge that the Unit 
encountered was to coordinate the performance assessments since the Municipal Manager was suspended during 
the year. 

2.11 INTERNAL AUDIT UNIT 


OVERVIEW OF THE INTERNAL AUDIT 

The Internal Audit Unit is outsourced; this function is done in terms of section 165 of the MFMA. The Unit has 
prepared reports based on the approved Annual Audit Plan and submitted such to Audit Committee. The 
Management is cooperating with lA to improve the Municipal performance. 

Below are the issues raised by AG in the 2013/2014 financial year which lA must attend to 


AG ISSUE 

NATURE 

RISK 

INTERNAL AUDIT 
COMMENTS 

Material impairments 

Emphasis of matter 

Minor (Risk 20) 

WiU be addressed during 
AG report foUow-up 

Restatement of corresponding 
figures 

Emphasis of matter 

Not identified as risk 

WiU be addressed in visits 

2 and 4, review of 
financial statements 

Material underspending of 

budget 

Emphasis of matter 

Major (Risk 12, 13 
&15) 

This wUl be addressed 
under Unspent 

conditional grants visit 3 


'n 
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KPA: Basic Service Delivery and Infrastructure Development 


• CHAPTER 3 - SERVICE DELIVERY PEREORMANCE (PEREORMANCE REPORT PART I) 


COMPONENT A: BASIC SERVICE 




2014/2015 Annual Report 



Objectiv 
e No. 

Strateg 
y No. 

Objectiv 

e 

Strategy 

Performance 
Indicator 
(Unit of 
Measure) 

Ad juste 

d 

Budget 

(R) 

Actual 

Expend! 

ture 

2013/2014 

2014/2015 

Rating 

Corrective 

Measure/ 

Comments 

Demand 

Baseline 

Backlog 

Annual 

Target 

Actual 

1.1 

1.1.1 

To 

improve 
the lives of 

communiti 
es through 
creation of 
a safer 
living 
environm 

ent 

Improving 
conditions of 
peoples living 
and reducing 
crime rate in 

the area 

[Number of 
high mast 
erected and 
commissioned. 

1 200 000.00 

1 059 381.60 

85 

11 

74 

Erection and 
commissioning 
of 5 high mast 
lights at Uitval by 
301une2015 

The 5 high 
mast lights 
were installed 
and tested but 

not 

commissioned. 

IP 

Director has 
paid Eskom 
in order to 
do the 

commissioni 

ng.. 

1 325 000.00 

163 040.70 

Erection and 
commissioning 
of 5 high mast 
lights at Uitval by 
301une2015 

The contractor 
was appointed 
and site 
established 

IP 

1 

The 

Contractor to 
finish work 
in September 
2015 

1.32 

1.2.1 

To 

strength e 

n service 

delivery 

through 

comprehe 

nsive 

infrastruct 

ure 

maintenan 

ce and 
planning 

Review of 

Maintenance 

Plan 

Reviewed 

maintenance 

plan 

Done with own 
staff 

n/a 

Yes 

Yes 

No 

Reviewal of 

maintenance 
plan by 31st 
December 2014 

The 

maintenance 
plan was not 
reviewed 

Director 

Technical 
Services to 

review the 
plan in july 
2015 

1.2.2 

Review of an 

Infrastructure 

Plan 

Reviewed 

infrastructure 

plan 

Done with own 
staff 

n/a 

Yes 

Yes 

No 

Reviewal of 
Infrastructure 

Plan by 31^ 
December 2014 

The Plan was 

1 

D 

Director 

Technical 
Services to 

review the 
plan in july 
2015 

1.3.3 

Development 
of a Rural 
Housing 

Strategy 

Developed 

housing 

strategy 

200 000,00 

249 459.65 

Yes 

Yes 

No 

Development of 
Rural Housing 
Strategy by 31^^ 
December 2014 

The Plan is 
ready to be 
tabled to 

Council 

n/a 
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KPA: Basic Service Delivery and Infrastructure Development I 

Objective No. 

Strategy No. 

Objective 

Strategy 

Performance 
Indicator 
(Unit of 
Measure) 

Adjusted 

Budget (R) 

Actual 

Expenditure 

2013/2014 

2014/2015 

Rating 

Corrective 

Measures/ 

Comments 

Demand 

Baseline 

Backlog 

Annual 

Target 

Actual 

1.4 

1.4.1 

To 

provide 

and 

promote 
access to 
public 
infrastruct 

ure 

Fencing of 
landfill site 

Fenced landfill 

site 

1 700 000 

1 235 245.24 

Yes 

Yes 

Yes 

Fencing of the 
landfill site by 

31*^ December 

2014 

The fencing of 
landfill site 
was completed 
on the 18'h 
june 2015 

D 

n/a 

1.4.2 

To promote 
access to basic 

services 

Number of 
areas with 

access to 

refuse 

collection 

1 200 000 

732 000 

20 032 

househol 

ds 

5 944 
household 

s 

14 088 

househol 

ds 

Provision of 
weekly refuse 
collection for 

section A-K at 
Uitval 

Waste is 
collected once 
per week at 
section A to K 

in Uitval 

D 

n/a 

Number of 
households 
with access to 
refuse 
collection 

Provision of 
weekly refuse 
collection for 

3601 households 
at Ekuvukeni 

Waste is 

collected once 
per week on at 
Ekuvukeni 

D 

n/a 

Number of 
areas with 
access to 

refuse 

collection 

Provision of 
weekly refuse 
collection for 
Waaihoek area 

Waste is 

collected once 
per week at 
Waaihoek area 

D 

n/a 

1.4.3 

Sustain 

efficient 

and 

acceptable 

refuse 

removal 

and 

landfill 

Licensing of 
Municipal 
landfill site 

Licence 

Provision of R1 
054 000 has 
been set aside 


Yes 

No 

Yes 

licensing of new 
Municipal landfill 
site 30'*^ june 

2015 

The landfill site 

was not 

licenced 

ND 

Director and 

CFO are 
liaising with 
Department 
of Land 

Affairs about 
the release of 
land. 
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KPA: Basic Service Delivery and Infrastructure Development 


Objective 

No. 

Strategy 

No. 

Objective 

Strategy 

Performance 
Indicator 
(Unit of 
Measure) 

Adjusted 

Budget (R) 

Actual 

Expenditu 

re 

Comparison with previous Year 
2013/2014 

2014/2015 

Annual 

Rating 

Corrective 

Measure/ 

Comments 

Demand 

Baseline 

Backlog 

Target 

Actual 

1.S 

1.5.1 

To 

provide 

and 

promote 
access to 
public 
infrastruct 

ure 

Construction of 
paved road 

Number of 
kilometres of 
paved road 

7 280 000.00 

5 929 478.40 

20km of 
tar road 

Okm 

20km 

Completion of 
3,4km paved 
road at 

Ekuvukeni by 

30th june 2015 

2,9km of road 
in practical 
completion. 

IP 

Director has 
put 0.5km in 
his next 

SDBIP 

Number of 
kilometres of 
paved road 

8 222 000.00 

4 541 274.49 


0km 

5km 

Completion of 

5km ward 2 
paved access 
roads by 30^^ 
june 2015 

The 

Contractor 
managed to do 
3.5km of work 

IP 

Director has 
put 1.5km in 
his next 

SDBIP 

1.5.2 

Construction 
of new gravel 
road 

Number of 

kilometres of 
gravel road 

2 925 000.00 

1984 388.33 

40km 

8km of 
road done 

32km 

Completion of 
3,1km of 
Obhukwini 
gravel road by 30 
june 2015 

The practical 
completion 
certificate was 
issued on the 

15* May 2015 

D 

n/a 

Number of 

kilometres of 
gravel road 

13 948 283.00 

6 310 888.79 

20km 

Okm 


Completion of 
9,2km of 
Emanseleni 
gravel road by 30 
june 2015 

The 5,1km 
gravel road 
was completed 
on the 15* May 
2015 as phase 

1 

D 

The 

contractor 

has been 
appointed 
for 4.1km as 
phase 11 

Number of 
kilometres of 
gravel road 

3,234,075.00 

2 397 392.70 

30km 

Okm 

30km 

Completion of 

3km Emabhasini 
to Mjindini road 
by 30* lun2015 

3km of road in 
practical 
completion 
stage 

IP 

Director has 

contacted 

the 

Consultant to 
issue 

completion 

certificate 
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KPA: Basic Service Delivery and Infrastructure Development 
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Backlog 
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re 

Qi 


1.5.3 


Maintenance of 
gravel road 

Number of 
kilometres of 
road 

maintained 

4 250 000,00 

4 026 033.00 


Okm 


Completion of 
maintenance of 
22.9km of roads 
at Indaka by 30th 
lune 2015 

20,5kms of 
road were 
maintained. 

IP 

The road in 
ward 4 will 
be a priority 
in 

2015/2016 












The designs 
were 













Completion of 

completed and 







Designed 
multipurpose 
centre in ward 

5 996 642.00 

1 575 543.00 




designs of 
multipurpose 
centre in ward 4 

approved in 
November 

2014, 

D 

The project 
will be 
finished on 





4 



14 

0 

14 

by 30'*^ lune 

2015 

thereafter the 

contractor was 
appointed in 
May2015. 


the 


1.5.4 


Construction of 
new sports 
facilities 

Constructed 
sports field 

1,710,000.00 

0.00 




Completion of 
sports field in 
ward 1 by 31^ 
March 2015 


1 

The 

community 
boycotted 
and put the 
project on 
hold, 

Director and 
Municipal 
Manager met 
the 

community 
leaders but 
the solution 

was not 

reached. 


1.5.5 


Maintenance 
of sport fields 

Maintained 
sport field 

Done internal 
with own 
plant 

n/a 




Completion of 
maintenance of 
10 sports fields 
with 1 sport 
field each ward 

10 sport fields 
were 

maintained 

D 

n/a 
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* CHAPTER 4 - ORGANISATIONAL DEVELOPMENT PERFORMANCE (PERFORMANCE REPORT 
! PART II 


INTRODUCTION 

Council trained all senior managers and most leadership were trained in Executive Leadership Course, and we 
are in the process of getting all senior managers and finance officials competent to adhere to the Treasury 
Regulations. 

COMPONENT A: INTRODUCTION TO THE MUNICIPAL PERSONNEL 


4.1 EMPLOYEE TOTALS, TURNOVER AND VACANCIES 

As per the approved organogram, the total number of employees in the Municipal payroll is 53 including 20 
councillors. 


List of Terminations during 2014/2015 F/Y 


initials & Surname 

Previous Position 

Date of Termination 

Reason for 
Termination 

Employee 

code 

1. Mr. M.B Zwane 

PMU Technician 

09 September 2014 

Dismissal 

259216 

2. Mr. S.P Mazibuko 

Financial Intern 

28 November 2014 

Resignation 

259276 

3. Mr. S.W Nkosi 

Truck Driver 

30 November 2014 

Resignation 

259058 

4. Mrs. M.M Mhlungu 

Office Cleaner 

30 April 2015 

Retirement 

259044 

5. Mr. J.M Khumalo 

General Assistant 

18 March 2015 

Resignation 

259014 

Terminated Councillors 

Name of Councillor 
terminated 

Position held 

Date of termination 

Reason for termination 

1. Cllr H.L Madonsela 

PR Councillor 

27 March 2015 

Resignation 


List of Appointments during 2014/2015 FA' 


Initials & Surname 

Position appointed 

Date of Appointment 

Department 

Employee 

code 

1. Ms. T.Z Mathonsi 

Financial Intern 

21 July 2014 

Finance Services 

259301 

2. Mr. S.F Makhanya 

Financial Intern 

21 July 2014 

Finance Services 

259300 

3. Mr. E.S.Z Mngima 

Financial intern 

08 December 2014 

Financial Intern 

259303 

4. Mr. M.B Zwane 

PMU Technician 

09 April 2015 
(Re-instated) 

Planning and 
Technical Services 

259216 

Appointed Councillors 

Name of Councillor 
appointed 

Position held 

Date of appointment 

Councillor being replaced 

1. Cllr M.B Mbhele 

(ANC) 

Ward 4 Councillor 

13 August 2014 

Cllr S.V N. Ndlovu (IFP) 

2. Cllr M.R Zwane 






(NFP) 

PR Councillor 

05 May 2015 


Cllr H.L Madonsela (NFP) 
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COMPONENT B: MANAGING THE MUNICIPAL WORKFORCE 
4.2 POLICIES 

The Municipal policies has been workshopped and adopted hy Council. 

4.3. INJURIES, SICKNESS AND SUSPENSIONS 

There were no injuries recorded in the 2014/2015 financial year. The 

COMPONENT C: CAPACITATING THE MUNICIPAL WORKFORCE 

4.4 SKILLS DEVELOPMENT AND TRAINING 

COMPONENT D: MANAGING THE WORKFORCE EXPENDITURE 


4.6 EMPLOYEE EXPENDITURE 



30 June 2015 

R 

Restatement 

2014 

R 

Employee related costs 


20 

9 809 018 

9 256 777 

Remuneration of councillors 


21 

5 710 838 

5 125 489 







* CHAPTER 5 - FINANCIAL PERFORMANCE 
INTRODUCTION 

The financial performance of the Municipality is articulated in section 3.9 and in annual financial statements. 


COMMENTS ON MFMA SECTION 71 RESPONSIBILITIES 

Section 71 of the MFMA requires the municipalities to return a series of financial performance data to the 
National Treasury at specified intervals throughout the year. The Chief Finance Officer states that these data sets 
have been returned according to the reporting requirements. 

Signed: (Chief Finance Officer) Date 

See appendix T 


'n 


2014/2015 Annual Report 



INTRODUCTION 


COMPONENT A: AUDITOR-GENERAL OPINION OF FINANCIAL STATEMENTS YEAR -1 


6.1 AUDITOR GENERAL REPORTS YEAR -1 (PREVIOUS YEAR) 

The Municipality obtained an unqualified report from 2013/2014 financial year. The Municipality anticipate the 
improvement from last year’s audit opinion. 


Auditor-General Report on Financial and Non-Financial Performance Year 1 


AG Issue 

Nature 

Risk 

Action Taken 

Material 

impairments 

Emphasis of matter 

Minor (Risk 20) 

Will be addressed during AG report 
follow-up 

Restatement of 

corresponding 

figures 

Emphasis of matter 

Not identified as 
risk 

Will be addressed in visits 2 and 4, 
review of financial statements 

Material 

underspending of 
budget 

Emphasis of matter 

Major (Risk 12, 
13 &15) 

This will be addressed under Unspent 
conditional grants visit 3 

Unaudited 
disclosure note 

Other matters 

Not identified as 
risk 

Will be addressed in visits 2 and 4, 
review of financial statements 

Material 

adjustments to the 
annual performance 
report 

Predetermined 

objectives 

Major (Risk 9) 

All four visits have PMS reviews 

Material 

adjustments to the 
annual financial 

statements 

Compliance matters 

No identified risk 

Will be addressed in visits 2 and 4, 
review of financial statements 

Procurement and 

contract 

management 

Compliance matters 

Moderate (Risk 
16) 

Will be covered on follow-ups and 
during visit 2 

Credit control and 
debt collection 

policy not 

implemented 

Compliance matters 

Minor (Risk 20) 

Will be addressed during AG report 
follow-up 
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COMPONENT B: AUDITOR-GENERAL OPINION YEAR 0 (CURRENT YEAR) 
6.2 AUDITOR GENERAL REPORT YEAR 0 (CURRENT YEAR) 


TT 
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Auditor-General of South Africa 

Indaka Local Municipality - Audit 
report 2014-15 
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Report of the auditor-general to the KwaZulu-Natal 
Provincial Legislature and the Council on Indaka 
Municipality 

Report on the financial statements 
Introduction 

1. I have audited the financial statements of the Indaka Municipality set out on pages ... to 
.... which comprise the statement of financial position as at 30 June 2015, the statement 
of financial performance, statement of changes in net assets, cash flow statement and 
the statement of comparison of budget infonnation with actual information for the year 
then ended as well as the notes, comprising a summary of significant accounting policies 
and other explanatory information. 


Accounting officer's responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of the 
financial statements in accordance with the South African Standards of Generally 
Recognised Accounting Practice (SA Standards of GRAP) and the requirements of the 
Local Government: Municipal Finance Management Act of South Africa, 2003 (Act No. 
56 of 2003) (MFMA) and the Division of Revenue Act of South Africa, 201 4 (Act No. 1 0 
of 2014) (DoRA), and for such internal control as the accounting officer determines Is 
necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error. 


Auditor-general’s responsibility 

3. My responsibility is to express an opinion on the financial statements based on my 
audit. I conducted my audit in accordance with International Standards on Auditing. 
Those standards require that I comply with ethical requirements, and plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are 
free from material misstatement. 

4. An audit involves performing procedures to obtain audit evidence about the amounts 
and disclosures in the financial statements. The procedures selected depend on the 
auditor’s judgement, including the assessment of the risks of material misstatement of 
the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the municipality’s 
preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the municipality’s internal control. An audit 
also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of accounting estimates made by management, as well as evaluating 
the overall presentation of the financial statements. 

5. I believe that the audit evidence I have obtained is sufficient and appropriate to provide 
a basis for my audit opinion. 
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Opinion 


6. In my opinion, the financial statements present fairly, in all material respects, the 
financial position of the Indaka Municipality as at 30 June 2015 and its financial 
performance and cash flows for the year then ended, in accordance with the SA 
Standards of GRAP and the requirements of the MFMA and DoRA. 


Emphasis of matter 

7. I draw attention to the matter below. My opinion is not modified in respect of this matter. 

Material impairments 

8. As disclosed in note 13 to the financial statements, material impairment on outstanding 
debtors to the amount of R2,47 million (2014: R1 ,96 million) were incurred as a result of 
the municipality not implementing adequate processes for the collection of outstanding 
debtors. 

Additional matters 

9. I draw attention to the matters below. My opinion is not modified in respect of these 
matters. 


Unaudited supplementary schedules 

10. The supplementary information set out on pages xx to xx does not form part of the 
financial statements and is presented as additional information. I have not audited these 
schedules and, accordingly, I do not express an opinion thereon. 


Material under-spending of the budget 

1 1 . As disclosed in note 50 to the financial statements, the municipality has materially 
underspent the capital budget to the amount of R19,13 million. Consequently, the 
municipality had not fully achieved on its planned objectives relating to promote access 
to basic service delivery. 

on othsf ondi ro@ul@tory 

12. In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) 
(PAA) and the general notice issued in terms thereof, I have a responsibility to report 
findings on the reported performance information against predetermined objectives for 
selected development priority presented in the annual performance report, compliance 
with legislation and internal control. The objective of my tests was to identify reportable 
findings as described under each subheading but not to gather evidence to express 
assurance on these matters. Accordingly, I do not express an opinion or conclusion on 
these matters. 
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Predetermined oblectives 

13. I performed procedures to obtain evidence about the usefulness and reliability of the 
reported performance information for the basic service delivery and infrastructure 
development priority presented in the annual performance report of the municipality for 
the year ended 30 June 2015. 

14. I evaluated the reported performance informatbn against the overall criteria of 
usefulness and reliability. 

15. I evaluated the usefulness of the reported performance information to determine 
whether it was presented in accordance with the National Treasury’s annual reporting 
principles and whether the reported perfonnance was consistent with the planned 
development priority. I further performed tests to determine whether indicators and 
targets were well defined, verifiable, specific, measurable, time bound and relevant, as 
required by the National Treasury’s Framework for managing programme performance 
information (FMPPI). 

16. I assessed the reliability of the reported performance information to determine whether it 
was valid, accurate and complete. 

17. The material findings in respect of the selected development priority are as follows; 

Basic service delivery and infrastructure development 
Reliability of reported performance information 

18. The FMPPI requires municipality’s to have appropriate systems to collect, collate, verify 
and store performance information to ensure valid, accurate and complete reporting of 
actual achievements against planned objectives, indicators and targets. Adequate and 
reliable corroborating evidence could not be provided for 44% of the targets to assess 
the reliability of the reported perfonnance information. The municipality’s records did not 
permit the application of alternative audit procedures due to the lack of relevant 
documentation. 

Additional matters 

19. I draw attention to the following matters: 


Achievement of planned targets 

20. Refer to the annual performance report on pages xx to xx for information on the 

achievement of the planned targets for the year. This information should be considered 
in the context of the material findings on the usefulness and reliability of the reported 
performance information for the selected development priority reported in paragraphs 18 
of this report. 


Adjustment of maferial misstatements 

21. I Identified material misstatements in the annual performance report submitted for 
auditing on the reported performance information for the basic service delivery and 
infrastructure development priority. As management subsequently corrected only some 
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of the misstatements, the uncorrected misstatements resulted in material findings on the 
reliabiiity of the reported performance information. 


Unaudited supplementary schedules 

22. The supplementary information set out on pages xx to xx does not form part of the 
annual performance report and is presented as additional Information. I have not 
audited these schedules and, accordingly, I do not report thereon. 

Compliance with legislation 

23. I performed procedures to obtain evidence that the municipality had complied with 
applicable legislation regarding financial matters, financial management and other 
related matters. My material findings on compliance with specific matters in key 
legislation, as set out in the general notice issued in terms of the PAA, are as follows: 

Strategic planning and performance management 

24. The performance management system and related controls were not maintained as it did 
not describe and represent the processes of performance planning, monitoring, 
measurement, review, reporting, improvement and how it is conducted, organised and 
managed as required by sections 38 of the Municipai System Act, 2000 (Act No. 32 of 
2000) (MSA) and regulation 7 of the Municipal planning and performance management 
regulations. 

Procurement and contract management 

25. Goods and services with a transaction value of below R200 000 were procured without 
obtaining the required price quotations as required by Supply chain management (SCM) 
regulation 17(a) & (c). 

26. Goods and services of a transaction value above R200 000 were procured without 
inviting competitive bids, as required by Supply chain management SCM regulation 
19(a). Deviations were approved by the accounting officer even though it was not 
impractical to invite competitive bids, in contravention of SCM reguiation 36(1). 

Expenditure management 

27. Reasonable steps were not taken to prevent irregular expenditure, as required by section 
62(1 Kd) of the MFMA. 

Conditional grants 

28. The municipality did not evaluate its performance in respect of programmes or functions 
funded by the Municipal Infrastructure, Municipal Systems Improvement and Local 
Government Financial Management Grant allocafon, as required by section 12(5) of the 
DoRA. 

Revenue management 

29. A credit control and debt collection policy was not impiemented, as required by section 
96(b) of the MSA and section 62(1)(fXiii) of MFMA. 


—7] 


4 


2014/2015 Annual Report 


Consequence nnanagennent 

30. Irregular expenditure incurred by the municipality was not investigated to determine if 
any person is liable for the expenditure, as required by section 32(2XaXii) of the MFMA. 


Internal control 


31. I considered internal control relevant to my audit of the financial statements, 

performance report and compliance with legislation. The matters reported below are 
limited to the significant internal control deficiencies that resulted in the findings on the 
performance report and the findings on compliance with legislation included in this 
report. 


Leadership 

32. Leadership did not provide adequate oversight and monitoring controls in ensuring that 
effective measures were taken to address previous findings on supply chain 
management, as well as findings on predetermined objectives and compliance with 
legislation. This was due to instability in leadership relating to suspensions of the 
accounting officer and the mayor during the year and the vacancy of the performance 
manager. 


Financial and performance management 

33. Senior management did not implement proper record management systems for the 
maintenance of documents supporting reported performance and adequate reviews and 
monitoring controls over compliance with legislation and supply chain management 
regulations. 
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other reports 

Investigations 

34. A report on the investigation of allegations of maladministration against the municipal 
manager was tabled by the Department of Co-operative Governance and Traditional 
Affairs (COGTA) on the 20 February 201 5. COGTA concluded on their report that council 
must implement the recommendations on the findings contained in the report against on 
the municipal manager. A divided council resolved on the 20 February 2015 that the 
municipal manager be suspended with immediate effect. An arbitration hearing was held 
by the South African Local Bargaining Council whereby on the 08 June 2015 the 
municipal manager was found to be unfairly suspended and should be re-instated. 


Pietermaritzburg 
30 November 2015 



AUDITOR^GCNCRAL 
SOUTH AFRICA 


Auditing to build public confidence 
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INDAKA LOCAL MUNICIPALITY 
ANNUAL FINANCIAL STATEMENTS 
for the year ended 30 June 2015 
Approval of Annual Financial Statements 


"I am responsible for the preparation of these annual financial statements, which are set out on pages 4 to 58 
in terms of Section 126(1) of the Municipal Finance Management Act and which I have signed on behalf of the 
Municipality. 

I certify that the salaries, allowances and benefits of Councillors as disclosed in note 21 of these annual 
financial statements are within the upper limits of the framework envisaged in Section 219 of the Constitution, 
read with the Remuneration of Public Officer Bearers Act and the Minister of Provincial and Local 
Government’s determination in accordance with this Act. 


M E Ngonyama 

Acting Municipal Manager 

DATE 31 August 2015 
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INDAKA MUNICIPALITY 
STATEMENT OF FINANCIAL POSITION 

as at 30 June 2015 

RESTATED 
2014 
R 


30 June 2015 
R 


ASSETS 


Non-current assets 

Property, plant and equipment 9 

Investment properties 10 

Intangible assets 11 

Current assets 

Inventory 12 

Receivables from exchange transactions 13 

Receivables from non-exchange transactions 14 

Value added taxation receivable 8 

Call investment deposits 15 

Bank balances and cash 16 


111969 931 88 810 248 


111 596 215 


88 421 284 

273 404 


254 334 

100 311 


134 630 


143 706 467 105 594 684 


92 435 


69 206 

32 321 


106 917 

1 131 796 


795 250 

1 859 337 


1 571 029 

104 964 085 


42 348 128 

35 626 492 


60 704 154 


Total Assets 


255 676 397 


194 404 932 


LIABILITIES 

Non-current liabilities 4 874 375 4 907 451 


Long-term liabilities 

2 

3 346 392 


3 488 900 

Non-current provisions 

3 

861 983 


748 551 

Long service awards and retirement gifts 

4,2 

666 000 




Current liabilities 


23 995 860 

18 840 257 

Trade and other payables . 

6 

12 945 421 


5 633 782 

Current portion of Provisions. 

5 

72 867 


113 432 

Current portion of long-term liabilities. 

2 

186 001 


177 482 

Current portion of lease liability. 

26 

- 


93 692 

Unspent conditional grants and receipts 

7 

10 791 569 


12 821 870 


Total liabilities 


28 870 234 


23 747 708 


Total Assets and Liabilities 226 806 163 170 657 224 


NET ASSETS 


Housing operating account 

1 

717 374 


653 525 

Accumulated surplus 


226 088 789 


170 003 699 


Total Net Assets 


226 806 163 


170 657 224 
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INDAKA LOCAL MUNICIPALITY 
STATEMENT OF FINANCIAL PERFORMANCE 

for the year ending 30 June 2015 





Restatement 


Note 

30 June 2015 

2014 



R 

R 

Revenue 




Revenue from non-exchange transactions. 




Property rates 

17 

3 207 894 

2 189 186 

Public donations- Property, plant and equipment. 




Government grants and subsidies 

19 

93 067 197 

89 837 260 

Revenue from exchange transactions. 




Service charges 

18 

172 559 

94 521 

Rental of facilities and equipment 

27 

116 535 

102 952 

Interest earned - external investments 

28 

7 174 895 

3 876 256 

Other income 

29,1 

84 269 

113 366 

Gain on disposal of assets 

29,2 

68 529 


Total revenue 


103 891 878 

96 213 541 

Expenses 




Employee related costs 

20 

9 809 018 

9 256 777 

Remuneration of councillors 

21 

5 710 838 

5 125 489 

Depreciation 

30 

11 549 706 

9 805 786 

Repairs and maintenance 

25 

496 340 

888 779 

Finance costs 

22 

181 374 

213 962 

Contracted services 

23 

6 237 917 

5 049 968 

Retirement and long services benefits. 

4 

19 270 

265 410 

Adjustment to bad debt provision 

14 

507 534 

619 003 

Adjustment to non-current provisions 

3 

72 867 

232 443 

Loss on disposal of assets 


- 

28 769 

General expenses 

24 

13 221 923 

8 315 961 

Total expenditure 


47 806 787 

39 802 348 





Surplus / (deficit) for the year. 


56 085 091 

56 411 193 
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INDAKA LOCAL MUNICIPALITY 



STATEMENT OF CHANGES IN NET ASSETS 




as at 30 June 2015 





Housing Operating 

Accumuiated 

Totai: Net 



Account 

Surpius/(Deficit) 

Assets 


Note 

R 

R 

R 

Balance at 30 June 2012 


653 472 

70 685 510 

71 338 982 

Restated surplus at lJuly 2012 



36 170 589 


Surplus at 30 June 2012- Previously reported 



40 797 005 

40 797 005 

General Expenditure 

37.1.4 


(1 243 198) 

(1 243 198) 

Remuneration of Councillors 

37.1.3 


(3 302) 

(3 302) 

Contracted Services 

37.1.5 


(32 480) 

(32 480) 

Employee Related Costs. 

37.1.2 


(76 240) 

(76 240) 

Income-Rental of Facilities 

37.1.1 


(6 000) 

(6 000) 

Fixed Assets 

37.2.1 


(2 764 196) 

(2 764 196) 

Provision Long Service 

37.2.3 


(501 000) 

(501 000) 

Change of Accounting Policy 

36 


(446 990) 

(446 990) 

Restated Balance at 30 June 2012 


653 472 

65 612 105 

66 265 577 

Net Surplus for the year 



50 514 589 

50 514 589 

Transfer to Housing Operating Account 

Transfer to/(from) Appropriations for 

1 

(35 482) 


(35 482) 

2012/2013 

37.2.2 


(38 072) 

(38 072) 

Balance at 30 June 2013 


617 990 

116 088 620 

116 706 612 

Restated surplus at lJuly 2013 

37,1 




Prior period income and expenditure errors 



(49 335) 

(49 335) 

Heritage asset not classified correctly 



(676 880) 

(676 880) 

Vacant land previously not recognised. 



1 738 000 

1 738 000 

Restated Balance at 30 June 2013 


617 990 

117 100 406 

117 718 397 

Net Surplus for the year 



53 238 699 

53 238 699 

Transfer to Housing Operating Account 

1 

35 534 


35 534 

Vacant land previously not recognised. 

Transfer to/(from) Appropriations for 

2013/2014 



■ 

■ 

Balance at 30 June 2014 


653 525 

170 339 105 

170 992 630 

Restated surplus at lJuly 2014 





Prior period error. 

35 


(335 407) 

(335 407) 

Restated Balance at 30 June 2014 


653 525 

170 003 698 

170 657 223 

Net Surplus for the year 



56 085 091 

56 085 091 

Transfer to Housing Operating Account 

1 

63 849 


63 849 
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Balance at 30 June 2015 


717 374 


226 088 789 226 806 163 


INDAKA LOCAL MUNICIPALITY 

CASH FLOW STATEM ENT 

as at 30 June 2015 







Restated 




Note 

30 June 2015 


2014 





R 


R 








CASH FLOWS FROM OPERATING ACTIVITIES 





Receipts 





Cash receipts from rate payers and Government 





Government grants 




91 036 896 


80 926 896 

Other receipts 




3 030 999 


4 759 646 








Cash paid to suppiiers and empioyees 






Empioyee costs 



20&21 

-15 519 856 


-14 503 670 

Suppiiers 




-13 134 725 


-10 531 976 

Cash generated from operations 



65 413 314 


60 650 896 








Interest Received 



27 

7 174 895 


3 876 254 

Interest Paid. 



22 

-181 374 


-213 962 

Net cash flows from operating activities 


72 406 834 


64 313 188 

CASH FLOWS FROM INVESTING ACTIVITIES 





Purchase of fixed assets 

"9-11 

-34 709 389 


-23 634 093 

Proceeds on disposal of property, plant & equipment 


68 529 


28 769 

Proceeds from sale of investments 





Purchase of foreign currency securities 





Net cash flows from Investing activities 


-34 640 860 


-23 605 324 

CASH FLOWS FROM FINANCING ACTIVITIES 





Decrease in long term liability 

2 

-133 989 


-168 808 

Repayment of finance lease liability 

25 

-93 691 


-195 289 

Increase in consumer deposits. 

6 

0 


335 

Net cash flows from financing activities 


-227 680 


-363 762 










37 538 294 


40 344 102 

Net increase / (decrease) in net cash and cash equivalents 


37 538 294 


40 344 102 

Net cash and cash equivalents at beginning of period 


103 052 282 


62 708 180 

Net cash and cash equivalents at end of period 

31 

140 590 577 


103 052 282 
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INDAKA LOCAL MUNICIPALITY 

STATEMENT OF COMPARISON OF BUDGET & ACTUAL AMOUNTS 

for the year ended 30 June 2015 


Description 

1 

R (000) thousands 

Original 

Final 

Actual 


Variance (1) 

Note on variances (1) 

Variance (2) between 

Note on variances (2) 


Budget 

Budget 

outcome 

Unauthorised 

between Original 


Final Budget and 



(000) 

(000) 

(000) 

expenditure 

and Final Budget 


Actual outcome 







(000) 


(000) 


Financial Performance 






Due to corrections on 


Due to corrections on consumer 

Property rates 

3 056 643 

3 220 438 

3 207 894 


163 795 

consumer accounts 

12 544 

accounts 







Due to corrections on 


Due to corrections on consumer 

Services charges - Refuse 

175 000 

195 000 

172 559 


20 000 

consumer accounts 

22 441 

accounts 







Municipality enter into new 


Municipality enter into new rental 

Rental of Facilities and Equipment 

94 349 

103 350 

116 535 


9 001 

rental agreements 

Due to slow capital 

-13 185 

agreements 

Interest Earned-External Investment 

2 500 000 

5 000 000 

7 174 895 


2 500 000 

expenditure 

Grants not paid according 

-2 174 895 

Due to slow capital expenditure 

Transfers recognised - operational 

71 820 000 

71 524 000 

70 882 869 


-296 000 

DORA 

641 131 

Grants not paid according DORA 

Other revenue 

78 000 

78 000 

83 869 



Due to auction of redundant 

-5 869 

Tender documents 

Due to auction of redundant 

Gain on Disposal of PPE 

0 

0 

68 529 


0 

assets etc 

-68 529 

assets etc. 

Total Revenue ( excluding capital 





2 396 796 




transfers and contributions) 

77 723 992 

80 120 788 

81 707 150 

- 

1 336 720 


-1 586 362 








Vacant positions not filled 
due to intervention and 


Vacant positions not filled due to 
intervention and merger 

Employee Related Costs 

12 853 543 

11 917 643 

9 809 018 


-935 900 

merger 

2 108 624 

Remuneration of Councillors 

5 784 952 

5 784 952 

5 710 838 


0 

N/A 

74 115 

Due to vacancies in council. 

Debt impairment 

700 000 

700 000 

507 534 


0 

N/A 

192 466 

Recalculations 

Depreciation and asset impairment 

9 750 000 

11 125 000 

11 549 706 


1 375 000 

Recalculations 

-424 706 

Recalculations 

Finance charges 

230 000 

125 000 

181 374 


-105 000 

N/A 

-56 374 

N/A 

Contracted Services 

4 790 000 

8 128 152 

6 237 917 


3 338 152 

Recalculations 

1 890 235 

Recalculations 

Transfers and Grants 

1 000 000 

1 000 000 

529 152 


0 

N/A 

470 848 

Recalculations 

Other Expenditure 

19 814 907 

18 979 155 

13 280 848 


-835 752 

Recalculations 

5 698 306 

Budget Controls 

Total Expenditure 

54 923 402 

57 759 902 

47 806 387 

0 

2 836 500 


9 953 515 


Surplus 

22 800 590 

22 360 886 

33 900 763 

0 

-439 704 


8 367 153 








Additional MIG grant 


Projects still in progress on year 

Transfers recognised - capital 
Contributions recognised - capital and 
contributed assets 

Surplus after capital transfers & 
contributions 

21401 000 

31 401 000 

22 184 328 


10 000 000 

allocation. 

9 216 672 

end 

Surplus for the year 

44 201 590 

53 761 886 

56 085 091 

0 

9 560 296 


17 583 825 
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Caoital Expenditure & funds sources 

Capital Expenditure 

Transfers recognised - capital 

Internally generated funds 

21401 000 

22 639 000 

31401000 

22 639 000 

19 782 792 

15 123 638 


11 618 208 

7 515 362 

Additional MIG grant 
allocation. 

N/A 

11 618 208 

7 515 362 

Projects still in progress on year 
end 

Due to under spending on capital 
projects. 

Total Sources of capital funds 

44 040 000 

54 040 000 

34 906 430 

. 

19 133 570 

N/A 

19 133 570 

N/A 

Net. Surplus/deficit. 

161 590 

-278 114 

21 178 660 

0 

-9 573 273 

N/A 

■1 549 745 



Cash Flows 


Net cash from (used) operating 

Net cash from (used) investing 

Net cash from (used) financing 
Cash/cash equivalents at the end of 
the period 



72 406 834 

-34 640 860 

-227 680 






0 

0 

140 590 
577 
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INDAKA LOCAL MUNICIPALITY 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

for the year ended 30 June 2015 


1 BASIS OF PRESENTATION 


The Annual Financial Statements have been prepared on an accruai basis of accounting and are in accordance with 
the historicai cost convention. 

The Annual Financial Statements have been prepared in accordance with South African Standards of Generally 
Recognised Accounting Practice (GRAP) as prescribed by the Minister of Finance in terms of Government Gazette 
number 31021, Notice Number 516, dated 9 May 2008 and also in terms of the standards and principles contained in 
Directives 5 issued by the Accounting Standards Board (“ASB”) in May 2010, as amended. 

1^1 Changes in accounting policy and comparability 

Accounting Policies have been consistently applied, except where otherwise indicated below: 

For the years ended 30 June 2013 and 30 June 2014 the municipality has adopted the accounting framework as set 
out in point 1 above. The details of any resulting changes in accounting policy and comparative restatements are set 
out below. 

The municipality changes an accounting policy only if the change: 
is required by a Standard of GRAP; or 

results in the financial statements providing reliable and more relevant information about the effects of transactions, 
b) other events or conditions on the performance or cash flow. 

1.2 Critical judgments, estimations and assumptions 

The following are the critical judgments, apart from those involving estimations, that the management has made in the 
process of applying the municipality's Accounting Policies and that have the most significant effect on the amounts 
recognised in Annual Financial Statements: 

1.2.1 Revenue Recognition 

Accounting Policy 9.2 on Revenue from Exchange Transactions and Accounting Policy 9.3 on Revenue from Non- 
exchange Transactions describes the conditions under which revenue will be recorded by the management of the 
municipality. 

In making their judgement, the management considered the detailed criteria for the recognition of revenue as set out in 
GRAP 9: Revenue from Exchange Transactions and GRAP 23: Revenue from Non-exchange Transactions. In 
particular when services are rendered, whether the service has been rendered. The management of the municipality is 
satisfied that recognition of the revenue in the current year is appropriate. 

1.2.2 Financial assets and liabilities 

The classification of financial assets and liabilities into categories is based on judgement by management. 

1.2.3 Impairment of Financial Assets 

Accounting Policy 6 on impairment of Financial Assets describes the process followed to determine the value by which 
financial assets should be impaired. In making the estimation of the impairment, the management of the municipality 
considered the detailed criteria of impairment of financial assets as set out in GRAP 104: Financial Instruments. The 
management of the municipality is satisfied that the impairment of financial assets recorded during the year, is 
appropriate. 

1.2.4 Useful lives of Property, Plant and Equipment (“PPE”) 

As described in Accounting Policies 3.3 and 4, the municipality depreciates/amortises its property, plant and 
equipment, and intangible assets over the estimated useful lives of the assets, taking into account the residual values 
of the assets at the end of their useful lives, which is determined when the assets are available for use. The useful lives 
and residual values of the assets are based on industry knowledge. 

1.2.5 Impairment: Write down of PPE and Inventories 

Significant estimates and judgments are made relating to PPE impairment tests and write down of inventories to net 
realisable values where necessary. 

1.2.6 Defined Benefit Plan Liabilities 

As described in Accounting Policy 12.4.2, the municipality obtains actuarial valuations of its defined benefit plan 
liabilities. The defined benefit obligations of the municipality that were identified are Long-service Awards. The 
estimated liabilities are recorded in accordance with the requirements of GRAP 25 Employee Benefits. Details of the 
liabilities and the key assumptions made by the actuaries in estimating the liabilities are provided in Note 4 to the 
Annual Financial Statements. 

1.3 Presentation currency 

The Annual Financial Statements are presented in South African Rand, rounded off to the nearest Rand which is the 

municipality's functional currency. 

1.4 Going concern assumption 
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The Annual Financial Statements have been prepared on a going concern basis. 

1.5 Offsetting 

Assets, liabilities, revenues and expenses have not been offset, except when offsetting is required or permitted by a 

Standard of GRAP. 

1.6 New standards and interpretations 

1 . 6.1 Standards and interpretations issued, but not yet effective 

The following GRAP Standards have been issued but are not yet effective and have not been early adopted by the 
municipality. 

GRAP 105: Transfers of Functions Between Entities Under Common Controi 

The objective of this Standard of GRAP is to establish accounting principles for the acquirer and transferor in a transfer 
of functions between municipalities under common control. 

A transfer of functions between municipalities under common control is a reorganisation and/or reallocation of functions 
between municipalities that are ultimately controlled by the same entity before and after a transfer of functions. 

In the event of a transfer of functions between municipalities under common control, the assets and liabilities should be 
recognised (by the acquirer) at their carrying amounts and should be derecognised (by the transferor) at their carrying 
amounts. 

The difference between amount of consideration paid or received, if any, and the carrying amounts of assets and 
liabilities should be recognised in accumulated surplus / (deficit). 

Specific disclosures are required when there is a transfer of functions between municipalities under common control. 

No effective date has yet been determined by the Minister of Finance. 

The municipality expects to adopt the standard for the first time once it becomes effective. 

It is unlikely that the standard will have a material impact on the municipality's financial statements. 

GRAP 106: Transfers of Functions Between Entities not Under Common Control 

The objective of this Standard of GRAP is to establish accounting principles for the acquirer in a transfer of functions 
between municipalities not under common control. 

A transfer of functions between municipalities not under common control is a reorganisation and/or reallocation of 
functions between municipalities that are not ultimately controlled by the same entity before and after a transfer of 
functions. 

In the event of a transfer of functions between municipalities not under common control, the assets and liabilities 
should be recognised (by the acquirer) at their acquisition-date fair values and should be derecognised (by the 
acquiree) at their carrying amounts. 

The difference between amount of consideration paid or received, if any, and the fair value of assets acquired and 
liabilities assumed or carrying amounts of assets transferred and liabilities relinquished should be recognised in surplus 
/ (deficit). 

For transfer of functions between municipalities not under common control there are some specific recognition and 
measurement principles and exceptions to the recognition and measurement principles. 

Specific disclosures are required when there is a transfer of functions between municipalities not under common 
control. 

No effective date has yet been determined by the Minister of Finance. 

The municipality expects to adopt the standard once it becomes effective. 

The impact of this amendment is currently being assessed. 

GRAP 107: Mergers 

The objective of this Standard of GRAP is to establish accounting principles for the combined municipality and 
combining municipalities in a merger. 

A merger is where a new combined municipality is started, no acquirer can be identified and the combining 
municipalities do not have any control over the municipality. 

In the event of a merger, the assets and liabilities should be recognised (by the combined municipality) at their carrying 
amounts and should be derecognised (by the combining municipalities) at their carrying amounts. 

The difference between the carrying amounts of assets and liabilities should be recognised in accumulated surplus / 
(deficit). 

Specific disclosures are required when there is a merger. 

No effective date has yet been determined by the Minister of Finance. 

The municipality expects to adopt the standard once it becomes effective. 

The impact of this standard is currently being assessed. 

GRAP 20: Related Party Disclosures 

The objective of this Standard of GRAP is to ensure that a municipality's financial statements contain the disclosures 
necessary to draw attention to the possibility that its financial position and surplus or deficit may have been affected by 
the existence of related parties and by transactions and outstanding balances with such parties. 

This Standard of GRAP requires disclosure of related party relationships, transactions and outstanding balances, 
including commitments, in the consolidated and separate financial statements of the municipality in accordance with 
the Standard of GRAP on Consolidated and Separate Financial Statements. This Standard of GRAP also applies to 
individual financial statements. 
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This Standard of GRAP requires that only transactions with related parties where the transactions are not concluded 
within normal operating procedures or on terms that are not no more or no less favourable than the terms it would use 
to conclude transactions with another municipality, entity or person are disclosed. 

The Standard of GRAP sets out the requirements, inter alia, for the disclosure of: 

Y control; 

Y related party transactions; and 

Y remuneration of management 

No effective date has yet been determined by the Minister of Finance. 

The municipality expects to adopt the standard for the first time once it becomes effective. 

It is unlikely that the standard will have a material impact on the municipality's financial statements. 

For the year under review, Council has applied IPSAS 20.IGRAP 16: Intangible Assets - Website Costs 

The Interpretation deals with the treatment of a municipality's own website. The guidance on website costs was 
previously included in the Standard of GRAP on Intangible Assets. 

It concludes that a municipality's own website that arises from development and is for internal or external access is an 
internally generated intangible asset that is subject to the requirements of the Standard of GRAP on Intangible Assets. 
A website arising from development will be recognised as an intangible asset if, and only if, in addition to complying 
with the general requirements described in the Standard of GRAP on Intangible Assets for recognition and initial 
measurement, a municipality can satisfy the requirements in paragraph .54 in the Standard of GRAP on Intangible 
Assets, which in particular requires a municipality to be able to demonstrate how its website will generate probable 
future economic benefits or service potential. 

If a municipality is not able to demonstrate how a website developed solely or primarily for providing information about 
its own products and services will generate probable future economic benefits or service potential, all expenditure on 
developing such a website will be recognised as an expense when incurred. 

A website that is recognised as an intangible asset under this Interpretation will be measured after initial recognition by 
applying the requirements in the Standard of GRAP on Intangible Assets. 

The effective date of the interpretation is for years beginning on or after 01 April 2013. 

The municipality expects to adopt the interpretation for the first time in the 2014 financial statements. 

It is unlikely that the interpretation will have a material impact on the municipality's financial statements. 

Improvements to Standards of GRAP 

The following Standards of GRAP have been amended as part of the ASB's Improvements Project for 2011; 

GRAP 1; 

GRAP 3; 

GRAP 7; 

GRAP 9; 

GRAP 12; 

GRAP 13; 

GRAP 16; and 
GRAP 17. 

The changes made will have no significant impact, except for the following; 

A change to the cost model when a reliable measure of fair value is no longer available (or vice versa) for an asset that 
a Standard of GRAP would otherwise require or permit to be measured at fair value are no longer considered to be a 
change in an accounting policy in terms of the Standard of GRAP on Accounting Policies, Changes in Accounting 
Estimates and Errors (as revised in 2010). 

A requirement to include transaction costs on initial recognition of an investment in an associate under the equity 
method, has been included in the Standard of GRAP Investments in Associates. 

Changes were made to the Standard of GRAP on Investment Property (as revised in 2010) to ensure the consistent 
application of the principle where assets are acquired in exchange for non-monetary assets when the exchange 
transaction lacks commercial substance. Furthermore the assessment of significant use of an investment property has 
been clarified. 

Changes were made to the Standard of GRAP on Property, Plant and Equipment (as revised in 2010) to ensure the 
consistent application of the principle where assets are acquired in exchange for non-monetary assets when the 
exchange transaction lacks commercial substance. Furthermore the requirement to disclose property, plant and 
equipment that were temporarily idle, has been clarified. 

The effective date of the amendment is for years beginning on or after 01 April 2013. 

The municipality expects to adopt the amendment for the first time in the 2014 financial statements. 

It is unlikely that the amendment will have a material impact on the municipality's financial statements. 

1.6.2 Standards and interpretations not yet effective or relevant 

The following standards and interpretations have been published and are mandatory for the municipality's accounting 
periods beginning on or after 01 July 2013 or later periods but are not relevant to its operations; 

GRAP 18: Segment Reporting 
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Segments are identified by the way in which information is reported to management, both for purposes of assessing 
performance and making decisions about how future resources wiii be ailocated to the various activities undertaken by 
the municipaiity. The major classifications of activities identified in budget documentation will usually reflect the 
segments for which a municipality reports information to management. 

Segment information is either presented based on service or geographical segments. Service segments relate to a 
distinguishable component of a municipality that provides specific outputs or achieves particular operating objectives 
that are in line with the municipality's overall mission. Geographical segments relate to specific outputs generated, or 
particular objectives achieved, by a municipality within a particular region. 

No effective date has not yet been determined by the Minister of Finance. 

The municipality expects to adopt the standard once it becomes effective. 

The adoption of this standard is not expected to impact on the results of the municipality, but may result in more 
disclosure than is currently provided in the financial statements. 

GRAP 32: Service Concession Arrangement: Grantor 

No effective date has not yet been determined by the Minister of Finance. 

The municipality expects to adopt the standard once it becomes effective. 

The adoption of this standard is not expected to impact on the results of the municipality, but may result in more 
disclosure than is currently provided in the financial statements. 

GRAP 108: Statutory Receivables. 

No effective date has not yet been determined by the Minister of Finance. 

The municipality expects to adopt the standard once it becomes effective. 

The adoption of this standard is not expected to impact on the results of the municipality, but may result in more 
disclosure than is currently provided in the financial statements. 

2 HOUSING OPERATING ACCOUNT 

The Housing Operating Account was established in terms of the Housing Act, (Act No. 107 of 1997). Loans from 
National and Provincial Government used to finance housing selling schemes undertaken by the municipality were 
extinguished on 1 April 1998 and transferred to the Housing Operating Account. Housing selling schemes, both 
complete and in progress as at 1 April 1998, were also transferred to the Housing Operating Account. 

In terms of the Housing Act, all proceeds from housing developments, which include rental income and sales of 
houses, must be paid into the Housing Operating Account. Monies standing to the credit of the Housing Operating 
Account can be used only to finance housing developments within the municipal area subject to the approval of the 
Provincial MEC responsible for housing. 

3 PROPERTY, PLANT AND EQUIPMENT 

3^1 Initial Recognition 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in 
the production or supply of services, rental to others, or for administrative purposes, and are expected to be used 
during more than one year. 

The cost of an item of property, plant and equipment is recognised as an asset if, and only if it is probable that future 
economic benefits or service potential associated with the item will flow to the municipality, and if the cost or fair value 
of the item can be measured reliably. 


Property, plant and equipment are initially recognised at cost on its acquisition date or in the case of assets acquired by 
grant or donation, deemed cost, being the fair value of the asset on initial recognition. The cost of an item of property, 
plant and equipment is the purchase price and other costs attributable to bring the asset to the location and condition 
necessary for it to be capable of operating in the manner intended by the municipality. Trade discounts and rebates are 
deducted in arriving at the cost. The cost, where applicable, also includes the necessary costs of dismantling and 
removing the asset and restoring the site on which it is located. 


When significant components of an item of property, plant and equipment have different useful lives, they are 
accounted for as separate items (major components) of property, plant and equipment. 

Where an asset is acquired by the municipality for no or nominal consideration (i.e. a non-exchange transaction), the 
cost is deemed to be equal to the fair value of that asset on the date acquired. 

The cost of an item of property, plant and equipment acquired in exchange for a non-monetary assets or monetary 
assets, or a combination of monetary and non-monetary assets is measured at its fair value. If the acquired item could 
not be measured at its fair value, its cost was measured at the carrying amount of the asset given up. 


Major spare parts and servicing equipment qualify as property, plant and equipment when the municipality expects to 
use them during more than one period. Similarly, if the major spare parts and servicing equipment can be used only in 
connection with an item of property, plant and equipment, they are accounted for as property, plant and equipment. 

3,2 Subsequent Measurement 
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Subsequent expenditure relating to property, plant and equipment is capitalised if it is probable that future economic 
benefits or potential service delivery associated with the subsequent expenditure will flow to the municipality and the 
cost or fair value of the subsequent expenditure can be reliably measured. Subsequent expenditure incurred on an 
asset is only capitalised when it increases the capacity or future economic benefits associated with the asset. Where 
the municipality replaces parts of an asset, it derecognises the part of the asset being replaced and capitalises the new 
component. 

Subsequently all property plant and equipment, are measured at cost (which includes deemed cost for previously 
unrecognised assets), less accumulated depreciation and accumulated impairment losses. 

Compensation from third parties for items of property, plant and equipment that were impaired, lost or given up is 
included in surplus or deficit when the compensation becomes receivable. 

3.3 Depreciation 

Land is not depreciated as it is regarded as having an indefinite life. Depreciation of assets other than land is 
calculated, using the straight line method, to depreciate their cost to their residual values over the estimated useful 
lives of the assets. The depreciation method used reflects the pattern in which the asset's future economic benefits or 
service potential are expected to be consumed by the municipality. Components of assets that are significant in relation 
to the whole asset and that have different useful lives are depreciated separately. The depreciation rates are based on 
the following estimated useful lives. 

Depreciation only commences when the asset is available for use, unless stated otherwise. 

Details 

Infrastructure 

Roads gravel 3 - 7 years 

Roads premix 10 - 15 years 

Storm Water 20 - 30 years 

Community 

Community and Recreation Facilities 30 years 
Office buildings 15-30 years 

Vehicles 5 - 7 years 

Office equipment 3 - 7 years 

Computer equipment 3 - 5 years 
Furniture and Fittings 5 - 7 years 
Plant & equipment 10 - 15 years 

The assets' residual values, estimated useful lives and depreciation method are reviewed annually, and adjusted 
prospectively if appropriate, at each reporting date. 

3.4 Incomplete Construction Work 

Incomplete construction work is stated at historical cost. Depreciation only commences when the asset is available for 
use. 

3.5 Finance Leases 

Assets capitalised under finance leases are depreciated over their expected useful lives on the same basis as PPE 
controlled by the entity or where shorter, the term of the relevant lease if there is no reasonable certainty that the 
municipality will obtain ownership by the end of the lease term. 

3.6 Derecognition of Property, Plant and Equipment 

The carrying amount of an item of property, plant and equipment is derecognised on disposal, or when no future 
economic benefits or service potential are expected from its use or disposal. 

The gain or loss arising from derecognition of an item of property, plant and equipment is included in surplus or deficit 
for the year when the item is derecognised. 

Gains or losses are calculated as the difference between the net book value of assets (cost less accumulated 
depreciation and accumulated impairment losses) and the sales proceeds. 

4 INTANGIBLE ASSETS 

4,1 Initial Recognition 

Identifiable non-monetary assets without physical substance which are held for use in the production or supply of 
services, for rental to others, or for administrative purposes are classified and recognised as intangible assets. The 
municipality recognises an intangible asset only when it is probable that the expected future economic benefits or 
service potential that are attributable to the asset will flow to the municipality and the cost or fair value of the asset can 
be measured reliably. 

Internally generated intangible assets are subject to strict recognition criteria before they are capitlised. Research 
expenditure is recognised as an expense when incurred. 

Other development expenditures that do not meet these criteria are recognised as an expense as incurred. 
Development costs previously recognised as an expense are not recognised as an asset in a subsequent period. 
Capitalised development costs are recorded as intangible assets and amortised from the point at which the asset is 
ready for use on a straight-line basis over its useful life, not exceeding five years. Development assets are tested for 
impairment annually. 
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Intangible assets are initially recognised at cost. Where an intangible asset is acquired at no cost or for a nominal 
consideration, its cost is its fair value as at the date it is acquired. Where an intangible asset is acquired in exchange 
for a non-monetary asset or monetary assets, or a combination of monetary and non-monetary assets, the asset 
acquired is initially measured at fair value (the cost). If the acquired item's fair value was not determinable, it's deemed 
cost is the carrying amount of the asset(s) given up. 

The municipality does not recognise electricity servitudes arising from a legal right as intangible assets. 

4.2 Subsequent Measurement, Amortisation and Impairment 

Subsequently all intangible assets are measured at cost, less accumulated amortisation and accumulated impairment 
losses. 

Amortisation is charged on a straight-line basis over the intangible assets' useful lives, which are estimated to be 
between 3 to 5 years. Where intangible assets are deemed to have an indefinite useful life, such intangible assets are 
not amortised, for example servitudes (excluding electricity servitudes) obtained by the municipality give the 
municipality access to land for specific purposes for an unlimited period - however, such intangible assets are subject 
to an annual impairment test. 

Intangible assets are annually tested for impairment, including intangible assets not yet available for use. Where items 
of intangible assets have been impaired, the carrying value is adjusted by the impairment loss, which is recognised as 
an expense in the period that the impairment is identified except where the impairment reverses a previous revaluation. 
The impairment loss is the difference between the carrying amount and the recoverable amount. 

The estimated useful life and amortisation method are reviewed annually. Any adjustments arising from the annual 
review are applied prospectively as a change in accounting estimate in surplus or deficit for the year. 

4.3 Derecognition of Intangible Assets 

The carrying amount of an intangible asset is derecognised on disposal, or when no future economic benefits or 
service potential are expected from its use or disposal. 

Tbe gain or loss arising from derecognition of an intangible asset is included in surplus or deficit when the asset is 
derecognised. Gains are not included in revenue. 

Gains or losses are calculated as the difference between the net book value of assets (cost less accumulated 
amortisation and accumulated impairment losses) and the sales proceeds. This is included in surplus or deficit for the 
year as a gain or loss on disposal of intangible assets. 

5 INVESTMENT PROPERTY 
5,1 Initial Recognition 

Investment property includes property (land or a building, or part of a building, or both land and buildings held under a 
finance lease) held to earn rentals and/or for capital appreciation, rather than held to meet service delivery objectives, 
the production or supply of services, or the sale of an asset in the ordinary course of operations. 

At initial recognition, the municipality measures investment property at cost including transaction costs once it meets 
the definition of investment property. However, where an investment property was acquired through a non-exchange 
transaction or at a nominal value its cost is its fair value as at the date of acquisition. 

The cost of self-constructed investment property is the cost at date of completion. 

Based on management's judgement, the following criteria have been applied to distinguish investment properties from 
owner occupied property or property held for resale: 

• All properties held to earn market-related rentals or for capital appreciation or both and that are not used for 
administrative purposes and that will not be sold within the next 12 months are classified as Investment Properties; 

• Land held for a currently undetermined future use. (If the municipality has not determined that it will use the land 
as owner-occupied property or for short-term sale in the ordinary course of business, the land is regarded as held for 
capital appreciation); 

• Property that is being constructed or developed for future use as investment property; 

• A building that is vacant but is held to be leased out under one or more operating leases on a commercial basis 
to external parties. 

The following assets do not fall in the ambit of Investment Property and shall be classified as Property, Plant and 
Equipment, Inventory or Non-Current Assets Held for Sale, as appropriate; 

• Property intended for sale in the ordinary course of operations or in the process of construction or development 
for such sale; 

• Property being constructed or developed on behalf of third parties; 

• Property that is leased to another entity under a finance lease; 

• Property held to provide a social service and which also generates cash inflows, e.g. property rented out below 
market rental to sporting bodies, schools, low income families, etc; and 

• Property held for strategic purposes or service delivery. 

The carrying amount of an investment property is derecognised on disposal, or when no future economic benefits or 
service potential are expected from its use or disposal. 

The gain or loss arising from derecognition of an investment property is included in surplus or deficit for the year when 
the asset is derecognised.. 

Gains or losses are calculated as the difference between the net book value of assets (fair value) and the sales 
proceeds. 
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5,2 Subsequent Measurement. 

Subsequent to initial measurement investment property is measured at cost. 

e Impairment of Assets 

6.1 Impairment of Non-cash Generating Assets 
Identification 

The municipality assesses at each reporting date whether there is any indication that an asset may be impaired. If any 
such indication exists, the municipality estimates the recoverable service amount of the asset. 

If there is any indication that an asset may be impaired, the recoverable service amount is estimated for the individual 
asset. If it is not possible to estimate the recoverable service amount of the individual asset no impairment recognised. 

Value in use 

Value in use of an asset is the present value of the asset’s remaining service potential. 

The present value of the remaining service potential of an asset is determined using the following approach: 

Depreciated replacement cost approach: 

The present value of the remaining service potential of a non-cash-generating asset is determined as the depreciated 
replacement cost of the asset. The replacement cost of an asset is the cost to replace the asset's gross service 
potential. This cost Is depreciated to reflect the asset in its used condition. An asset may be replaced either through 
reproduction (replication) of the existing asset or through replacement of its gross service potential. The depreciated 
replacement cost is measured as the reproduction or replacement cost of the asset, whichever Is lower, less 
accumulated depreciation calculated on the basis of such cost, to reflect the already consumed or expired service 
potential of the asset. 

The replacement cost and reproduction cost of an asset is determined on an “optimised" basis. The rationale is that the 
municipality would not replace or reproduce the asset with a like asset if the asset to be replaced or reproduced is an 
overdesigned or overcapacity asset. Overdesigned assets contain features which are unnecessary for the goods or 
services the asset provides. Overcapacity assets are assets that have a greater capacity than is necessary to meet the 
demand for goods or services the asset provides. The determination of the replacement cost or reproduction cost of an 
asset on an optimised basis thus reflects the service potential required of the asset. 

Recognition and measurement 

If the recoverable service amount of an asset is less than its carrying amount, the carrying amount of the asset is 
reduced to its recoverable service amount. That reduction is an impairment loss. 

An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognised 
immediately in surplus or deficit for the year. 

An impairment loss is recognised for non-cash-generating units if the recoverable service amount of the unit is less 
than the carrying amount of the unit. The impairment loss is allocated to reduce the carrying amount of the assets of 
the unit as follows: 

• to the assets of the unit, pro rata on the basis of the carrying amount of each asset in the unit. 

A municipality assesses at each reporting date whether there is any indication that an impairment loss recognised in 
prior periods for assets may no longer exist or may have decreased. If any such indication exists, the recoverable 
service amounts of those assets are estimated. 

The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the 
carrying amount that would have been determined had no impairment loss been recognised for the asset in prior 
periods. 

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amortisation is recognised 
immediately in surplus or deficit for the year. 

7 FINANCIAL INSTRUMENTS 

The municipality has various types of financial Instruments and these can be broadly categorised as either Financial 
Assets or Financial Liabilities. 

7.1 Financial Assets - Classification 

A financial asset is any asset consisting of cash or a contractual right to receive cash. The municipality has the 
following types of financial assets as reflected on the face of the Statement of Financial Position or in the notes thereto: 

• Investments in Fixed Deposits (Banking Institutions, etc.) 

• Long-term Receivables 

• Consumer Debtors 

• Certain Other Debtors 

• Short-term Investment Deposits 

• Bank Balances and Cash 

In accordance with GRAP 104, the Financial Assets of the municipality are classified as follows into the three 
categories allowed by this standard: 

Type of Financial Asset Classification in terms of GRAP 104 

Short-term Investment Deposits - Call (Financial assets at amortised cost) 

Bank Balances and Cash (Financial assets at amortised cost) 
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Long-term Receivables (Financial assets at amortised cost) 

Consumer Debtors (Financial assets at amortised cost) 

Other Debtors (Financial assets at amortised cost) 

Investments in Fixed Deposits (Financial assets at amortised cost) 

Financial assets at amortised cost are non-derivative financial assets with fixed or determinable payments that are not 
quoted in an active market. They are included in current assets, except for maturities greater than 12 months, which 
are classified as non-current assets. 

Cash and cash equivalents include cash on hand (including petty cash) and cash with banks (including call deposits). 
Cash equivalents are short-term highly liquid investments, readily convertible into known amounts of cash that are held 
with registered banking institutions with maturities of three months or less and are subject to an insignificant risk of 
change in value. For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, 
deposits held on call with banks, net of bank overdrafts. The municipality categorises cash and cash equivalents as 
financial assets: loans and receivables. 

7.2 Financial Liabilities - Classification 

A financial liability is a contractual obligation to deliver cash or another financial asset to another entity. The 
municipality has the following types of financial liabilities as reflected on the face of the Statement of Financial Position 
or in the notes thereto: 

• Long-term Liabilities 

• Certain Other Creditors 

• Bank Overdraft 

• Short-term Loans 

• Current Portion of Long-term Liabilities 

• Consumer Deposits 

In accordance with GRAP 104, the Financial Liabilities of the municipality are classified into the following category as 
allowed by this standard 

• Financial liabilities at amortised cost. 

Financial liabilities at amortised cost are initially measured at fair value, net of transaction costs. These are 
subsequently measured at amortised cost using the Effective interest method, with interest expense recognised on an 
effective yield basis. 

7.3 Initial and Subsequent Measurement 

7.3.1 Financial Assets: 

Financial assets at amortised cost are initially measured at fair value plus transaction costs that are directly attributable 
to the acquisition or issue of the financial asset. Subsequently, these assets are measured at amortised cost using the 
Effective Interest Method less any impairment, with revenue recognised on an effective yield basis. 

Financial assets are recognised on the trade date at which the municipality becomes a party to the contractual 
provisions of the instrument. 

7.3.2 Financial Liabilities: 

Financial Liabilities at amortised cost are initially measured at fair value net of transaction costs. Subsequently, these 
liabilities are measured at amortised cost using the effective interest method, with interest expense recognised on an 
effective yield basis.. 

Financial liabilities are recognised on the trade date at which the municipality becomes a party to the contractual 
provisions of the instrument. 

7.4 Impairment of Financial Assets 

Financial assets are assessed for indicators of impairment at reporting date. Financial assets are impaired where there 
is objective evidence of impairment of Financial Assets (such as the probability of insolvency or significant financial 
difficulties of the debtor). If there is such evidence the recoverable amount is estimated and an impairment loss is 
recognised in accordance with GRAP 104. 

Initially Accounts Receivable are valued at fair value and subsequently carried at amortised cost using the effective 
interest rate method. An estimate is made for doubtful debt based on past default experience of all outstanding 
amounts at year-end. Amounts receivable within 12 months from the date of reporting are classified as current. 

A provision for impairment of trade receivables is established when there is objective evidence that the municipality will 
not be able to collect all amounts due according to the original terms of receivables. The amount of the provision is the 
difference between the asset’s carrying amount and the present value of estimated future cash flows, discounted at the 
original effective interest rate. 

The provision is made whereby the recoverability of Consumer Debtors is assessed individually or collectively after 
grouping the assets in financial assets with similar credit risk characteristics if individual assessment was not possible. 
The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets and 
recognised in surplus or deficit for the year with the exception of trade receivables, where the carrying amount is 
reduced through the use of an allowance account. When a trade receivable is considered uncollectible, it is written off 
against the allowance account. Subsequent recoveries of amounts previously written off are credited against the 
allowance account. Changes in the carrying amount of the allowance account are recognised in surplus or deficit for 
the year. 
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If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to 
an event occurring after the impairment was recognised, the previously recognised impairment loss is reversed through 
surplus or deficit for the year to the extent that the carrying amount of the instruments at the date the impairment is 
reversed does not exceed what the amortised cost would have been had the impairment not been recognised. 

7^5 Derecognition of Financiai Assets 

The municipality derecognises Financial Assets only when the contractual rights to the cash flows from the asset expire 
or it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another entity, 
except when Council approves the write-off of Financial Assets due to non-recoverability. 

If the municipality neither transfers nor retains substantially all the risks and rewards of ownership and continues to 
control the transferred asset, the municipality recognises its retained interest in the asset and an associated liability for 
amounts it may have to pay. If the municipality retains substantially all the risks and rewards of ownership of a 
transferred financial asset, the municipality continues to recognise the financial asset and also recognises a 
collateralised borrowing for the proceeds received. 

7^5 Derecognition of Financiai Liabilities 

The municipality derecognises Financial Liabilities when, and only when, the municipality's obligations are discharged, 
cancelled or they expire. 

8 INVENTORIES 

Inventories comprising consumable stores, raw materials and finishing goods are initially measured at cost except 
where inventories are acquired at no cost, or for nominal consideration, then their costs are their fair value as at the 
date of acquisition. 

Subsequently inventories are measured at the lower of cost and net realisable value, determined on the weighted 
average cost. 

Inventories are measured at the lower of cost and current replacement cost where they are held for: 

• distribution at no charge or for a nominal charge; or 

• consumption in the production process of goods to be distributed at no charge or for a nominal charge 
Unsold properties represent unsold units in economic selling schemes where the net realisable value of each unit is 
either nil or a nominal amount. As a consequence of the passage of time the municipality is not in a position to 
determine the cost of such inventory. Furthermore, the use of current replacement cost would not only distort the 
statement of financial position by inflating the value of inventories but would also result in a credit to the housing 
operating account contrary to section 14 of the Housing Act, 1998. Accordingly unsold properties are stated in the 
annual financial statements at net realisable value. 

Redundant and slow-moving inventories are identified and written down from cost to net realisable value with regard to 
their estimated economic or realisable values. 

9 REVENUE RECOGNITION 

9^1 General 

Revenue from exchange transactions 

Revenue from exchange transactions refers to revenue that accrued to the municipality directly in return for services 
rendered / goods sold, the value of which approximates the consideration received or receivable. 

Revenue comprises the fair value of the consideration received or receivable for the sale or rendering of services in the 
ordinary course of the municipality's activities. Revenue is shown net of value-added tax, returns, rebates and 
discounts. 

The municipality recognises revenue when the amount of revenue can be reliably measured, it is probable that future 
economic benefits or service potential will flow to the municipality and when specific criteria have been met for each of 
the municipality's activities as described below. The amount of revenue is not considered to be reliably measurable 
until all contingencies relating to the sale have been resolved. The municipality bases its estimates on historical results, 
taking into consideration the type of customer, the type of transaction and the specifics of each arrangement. 

Revenue from non-exchange transactions 

Revenue from non-exchange transactions refers to transactions where the municipality received revenue from another 
entity without directly giving approximately equal value in exchange. Revenue from non-exchange transactions is 
recognised to the extent that the related receipt or receivable qualifies for recognition as an asset and there is no 
liability to repay the amount. 

9,2 Revenue from Exchange Transactions 

9.2.1 Service Charges 

Service charges relating to refuse removal are recognised on a monthly basis in arrears by applying the approved tariff 
to each property that has improvements. Tariffs are determined per category of property usage, and are levied 
monthly. 

9.2.2 Finance income 

Interest earned on investments is recognised in surplus or deficit for the year on the time proportionate basis that takes 
into account the effective yield on the investment. 

9 . 2.3 Tariff Charges 

Revenue arising from the application of the approved tariff of charges is recognised when the relevant service is 
rendered by applying the relevant authorised tariff. This includes the issuing of licences and permits. 

9.2.4 Rentals 
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Revenue from the rental of facilities and equipment classified as operating leases is recognised on a straight-line basis 
over the term of the lease agreement, where such lease periods span over more than one financial year. 

9,3 Revenue from Non-exchange Transactions 

9.3.1 Rates and Taxes 

Revenue from property rates is recognised when the legai entitlement to this revenue arises. Collection charges are 
recognised when such amounts are legally enforceable. Penalty interest on unpaid rates is recognised on a time 
proportion basis with reference to the principal amount receivable and effective interest rate applicable. A composite 
rating system charging different rate tariffs is employed. Rebates are granted to certain categories of ratepayers and 
are deducted from revenue. 

9.3.2 Public contributions 

Revenue from public contributions is recognised when all conditions associated with the contribution have been met or 
where the contribution is to finance property, plant and equipment, when such items of property, plant and equipment 
are brought into use. Where public contributions have been received and the municipality has not met the condition, a 
liability is recognised. 

9.3.3 Revenue from Recovery of Unauthorised, Irregular, Fruitless and Wasteful Expenditure 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on legislated 
procedures, including those set out in the Municipal Finance Management Act (Act No. 56 of 2003) and is recognised 
when the recovery thereof from the responsible councillors or officials is virtually certain. Such revenue is based on 
legislated procedures. 

10 GOVERNMENT GRANTS AND RECEIPTS 

Income received from conditional grants, donations and funding are recognised as revenue to the extent that the 
municipality has complied with any of the criteria, conditions or obligations embodied in the agreement. To the extent 
that the criteria, conditions or obligations have not been met, a liability is recognised. Government grants that are 
receivable as compensation for expenses or losses already incurred or for the purpose of giving immediate financial 
support to the municipality with no future related costs, are recognised as Accounts Receivable in the period in which 
they become receivable. 

Interest earned on investments is treated in accordance with grant conditions. If it is payable to the funder it is 
recorded as part of the liability and if it is the municipality's interest it is recognised as interest earned in surplus of 
deficit for the year. 

11 PROVISIONS 

Provisions are recognised when the municipality has a present or constructive obligation as a 
result of past events, it is probable that an outflow of resources embodying economic benefits will 
be required to settle the obligation and a reliable estimate of the provision can be made. 

Provisions are reviewed at reporting date and adjusted to reflect the current best estimate. Where 
the effect is material, non-current provisions are discounted to their present value using a pre-tax 
discount rate that reflects the market's current assessment of the time value of money, adjusted 
for risks specific to the liability (for example in the case of obligations for the rehabilitation of land) 

Tbe municipality does not recognise a contingent liability or contingent asset. A contingent liability 
is disclosed unless the possibility of an outflow of resources embodying economic benefits is 
remote. A contingent asset is disclosed where an inflow of economic benefits is probable. 

Future events that may affect the amount required to settle an obligation are reflected in the 
amount of a provision where there is sufficient objective evidence that they will occur. Gains from 
the expected disposal of assets are not taken into account in measuring a provision. Provisions 
are not recognised for future operating losses. The present obligation under an onerous contract 
is recognised and measured as a provision. 

12 EMPLOYEE BENEFITS 

12.1 Short-term Employee Benefits 

Remuneration to employees is recognised in surplus or deficit for the year as the services are rendered, except for 
non-accumulating benefits, which are only recognised when the specific event occurs. 

The costs of all short-term employee benefits such as leave pay, are recognised during the period in which the 
employee renders the related service. The liability for leave pay is based on the total accrued leave days at year end 
and is shown as an accrual in the Statement of Financial Position. The municipality recognises the expected cost of 
performance bonuses only when the municipality has a present legal or constructive obligation to make such payment 
and a reliable estimate can be made. 

12.2 Past service costs 

Past service costs are recognised immediately in surplus or deficit, unless the changes to the pension plan are 
conditional on the employees remaining in service for a specified period of time (the vesting period). In this case, the 
past-service costs are recognised in full . 

12.3 Defined Contribution Plans 

A defined contribution plan is a plan under which the municipality pays fixed contributions into a separate entity. The 
municipality has no legal or constructive obligation to pay further contributions if tbe fund does not hold sufficient assets 
to pay all employees the benefits relating to service in the current or prior periods. 
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The municipality's contributions to the defined contribution funds are established in terms of the rules governing those 
plans. Contributions are recognised in surplus or deficit for the year in which the service is rendered by the relevant 
employees. Prepaid contributions are recognised as an asset to the extent that a cash refund or a reduction in the 
future payments is available. The municipality has no further payment obligations once the contributions have been 
paid. 

12,4 Defined Benefit Plans 

A defined benefit plan is a post- employment benefit plan other than a defined contribution plan. 

For defined benefit plans the cost of providing the benefits is determined using the projected unit credit method. 
Actuarial valuations are conducted on an annual basis by independent actuaries separately for each plan. 

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions are charged to 
surplus or deficit for the year in which they arise. 

12.4.1 Pension obligations 

The municipality and its employees contribute to 4 different pension funds, namely Natal Joint Municipal Pension Fund 
and South African Local Authority Pension Fund. The KZN Municipal Pension Fund is a defined contribution fund. The 
contributions to fund obligations for the payment of retirement benefits are charged against income in the year they 
become payable. Natal Joint Superannuation & Retirement Funds and Government Employee Pension Fund are 
defined benefit funds. The Natal Joint Provident Fund and South African Local Authority Pension Fund are defined 
contribution funds. 

The schemes are funded through payments to fund administrator or trustee-administered funds, determined by periodic 
actuarial calculations. 

Defined benefit plans have been accounted for as defined contribution plans in accordance with the requirements on 
multi-employer plans where sufficient information is not available to account for such plans as defined benefit plans. 
As the fund administrators do not have sufficient information available to allocate the shortfall on liabilities to individual 
employers, no liability is recognised for any shortfall of fund asset as compared to fund liabilities. Any surcharges that 
may be levied by the fund from time to time in order to compensate for shortfalls, are recognised as expenses in the 
period in which they become payable to the fund. As surcharges are advised long in advance, based on actuarial 
valuations of the fund as a whole, the necessary provision for the payment thereof is made in the course of the 
municipality's normal budgeting processes." 

12.4.2 Long-service Allowance 

The municipality has an obligation to provide Long-service Allowance Benefits to all of its employees. According to the 
rules of the Long-service Allowance Scheme, which the municipality instituted and operates, an employee (who is on 
the current Conditions of Service), is entitled to a cash allowance, as well as additional once-off leave calculated in 
terms of the rules of the scheme, after 10, 15, 20, 25, 30, 35, 40 and 45 years of continued service. 

The municipality's liability is based on an actuarial valuation. The projected unit credit method has been used to value 
the liabilities. Actuarial gains and losses on the long-term incentives are accounted for in surplus or deficit for the year. 

Actuarial gains or losses are accounted for in full and are recognised in surplus or deficit for the year. 

13 LEASES 

13.1 The Municipality as Lessee 

Leases are classified as finance leases where substantially all the risks and rewards 
associated with ownership of an asset are transferred to the municipality. Property, plant 
and equipment or intangible assets subject to finance lease agreements are initially 
recognised at the lower of the asset's fair value and the present value of the minimum 
lease payments. The corresponding liabilities are initially recognised at the inception of 
the lease and are measured as the sum of the minimum lease payments due in terms of 
the lease agreement, discounted for the effect of interest. In discounting the lease 
payments, the municipality uses the interest rate that exactly discounts the lease 
payments and unguaranteed residual value to the fair value of the asset plus any direct 
costs incurred. 

Subsequent to initial recognition, the leased assets are accounted for in accordance with 
the stated accounting policies applicable to property, plant, equipment or intangibles. The 
lease liability is reduced by the lease payments, which are allocated between the lease 
finance cost and the capital repayment using the effective interest rate method. Lease 
finance costs are expensed when incurred. The accounting policies relating to 
derecognition of financial instruments are applied to lease payables. The lease asset is 
depreciated over the shorter of the asset's useful life or the lease term. 

13.2 The Municipality as Lessor 

Operating lease rental income is recognised on a straight-line basis over the term of the relevant lease. 

14 BORROWING COSTS 

The municipality capitalises borrowing costs incurred that are directly attributable to the acquisition, construction or 
production of a qualifying asset as part of the cost of that asset are recognised as an expense in surplus or deficit for 


FT 


2014/2015 Annual Report 


the year. 


It is considered inappropriate to capitalise borrowing costs where the link between the funds borrowed and the capital 
asset acquired cannot be adequately established - the municipality expenses borrowing costs when it is inappropriate 
to capitalise it. The municipality ceases the capitalisation of borrowing costs when substantially all the activities to 
prepare the asset for its intended use or sale are complete. 

15 VALUE ADDED TAX 

The Municipality accounts for Value Added Tax on the payments basis. 

16 CASH AND CASH EQUIVALENTS 

Cash includes cash-on-hand and cash with banks. Cash equivalents are short-term highly liquid investments that are 
held with registered banking institutions with maturities of three months or less and are subject to an insignificant risk of 
change in value. 

For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, deposits held on call 
with banks and investments in financial instruments, net of bank overdrafts. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdrafts are expensed as 
incurred. 

17 UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the conditions 
of an allocation received from another sphere of government, municipality or organ of state and expenditure in the form 
of a grant that is not permitted in terms of the Municipal Finance Management Act (Act No 56 of 2003). Unauthorised 
expenditure is accounted for as an expense in the Statement of Financial Performance. If the expenditure is not 
condoned by the Council it is treated as an asset until it is recovered or written off as irrecoverable. 

IS IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No 56 of 2003), the 
Municipal Systems Act (Act No 32 of 2000), and the Public Office Bearers Act (Act No 20 of 1998) or is in contravention 
of tbe Municipality's or Municipal Entities’ supply chain management policies. Irregular expenditure excludes 
unauthorised expenditure. Unauthorised expenditure is accounted for as an expense in the Statement of Financial 
Performance. If the expenditure is not condoned by the Council it is treated as an asset until it is recovered or written 
off as irrecoverable. 

19 FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had reasonable 
care been exercised. Fruitless and wasteful expenditure is accounted for as expenditure in the Statement of Financial 
Performance. If the expenditure is not condoned by the Council it is treated as an asset until it is recovered or written 
off as irrecoverable. 

20 CHANGES IN ACCOUNTING POLICIES, ESTIMATES AND ERRORS 

Changes in accounting policies due to adoption of newly effective Standards of GRAP have been applied 
retrospectively in accordance with GRAP 3 requirements, except to the extent that it is impracticable to determine the 
period-specific effects or the cumulative effect of the change in policy or where allowed transitional provisions had been 
adopted. In sucb cases the municipality would restate the opening balances of assets, liabilities and net assets for the 
earliest period for which retrospective restatement is practicable. 

Changes in accounting estimates are applied prospectively in accordance with GRAP 3 requirements. Details of 
changes in estimates are disclosed in the notes to the annual financial statements where applicable. 

Errors are corrected retrospectively in the period in which the error has occurred in accordance with GRAP 3 
requirements, except to the extent that it is impracticable to determine tbe period-specific effects or the cumulative 
effect of the error. In such cases the municipality would restate the opening balances of assets, liabilities and net 
assets for the earliest period for which retrospective restatement is practicable. 

21 RELATED PARTIES 

Individuals, including councilors, as well as their close family members, and/or entities are related parties if one party 
bas the ability, directly or indirectly, to control or jointly control the other party or exercise significant influence over the 
other party in making financial and/or operating decisions. Key management personnel is defined as the Municipal 
Manager, Chief Financial Officer and all other managers reporting directly to the Municipal Manager or as designated 
by the Municipal Manager. 

Only transactions with related parties not at arm's length or not in the ordinary course of business are disclosed. 

22 COMMITMENTS. 

Commitments are future expenses and liabilities to be incurred on contracts that have been 
entered into at the reporting date. 

The amount of capital commitments and other operating commitments contracted for at the 
reporting date, and which have not been recognised as liabilities are disclosed by way of note. 

23 EVENTS AFTER THE REPORTING DATE 

Events after the reporting date that have been classified as adjusting events have been accounted for in the Annual 
Financial Statements. The events after the reporting date that are classified as non-adjusting events after the reporting 
date have been disclosed in tbe notes to the Annual Financial Statements. 

24 COMPARATIVE INFORMATION 
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24,1 Prior year comparatives 

When the presentation or classification of items in the Annual Financial Statements is amended, prior period 
comparative amounts are reclassified. The nature and reasons for the reclassification are disclosed. 

25 CONTINGENT ASSETS AND CONTINGENT LIABILITIES 

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in the notes to the annual 
financial statements. 
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INDAKA LOCAL MUNICIPALITY 


NOTES TO THE FINANANCIAL STATEMENTS 


for the year ended 30 June 2015 












Restated 



Note 

30 June 2015 


2014 




R 


R 







1 

HOUSING OPERATNG ACCOUNT 












Housing Operating Account 30 June 2014 


653 525 


617 990 


Interest Received 


63 849 


35 534 


Payment 2014/2015 






Housing Operating Account 30 June 2015 


717 374 


653 525 








The Housing Operating Account is represented by the following 
assets and 






liabilities : 












Cash and cash equivalents.( Included in Investments. ) 


717 374 


653 525 




717 374 


653 525 







2 

LONG-TERM LIABILITIES 












DBSA Loan 


3 532 393 


3 666 382 


Sub-total 


3 532 393 


3 666 382 








Less: Current portion transferred to current liabilities 


186 001 


177 482 


Annuity Loans 


186 001 


177 482 








Total External Loans 


3 346 392 


3 488 900 








Refer to Appendix A for more detail on long-term liabilities. 












Annuity loans 






Bear interest at rates between 5.0% per annum, are being redeemed 
in six monthly installments, including interest, in September and 
March until 2028. 
















3 

NON-CURRENT PROVISIONS 












Provision for rehabilitation of landfill site 


934 850 


861 983 








Sub Total 


934 850 


861 983 








Less: Current portion transferred to current liabilities ( refer to Note 5 ) 


72 867 


113 432 


Provision for rehabilitation of landfill site 


72 867 


113 432 








Total Non-Current Provisions 


861 983 


748 551 








The movement in non-current provisions are reconciled as follows: 












Landfill site rehabilitation 






FT 


2014/2015 Annual Report 









Balance at beginning of year 


861 983 


748 551 


Contributions to provision 


72 867 


113 432 


Reduction due to remeasurement 






Increase due to discounting 






Expenditure incurred 












Balance at 30 June 2015 


934 850 


861 983 








The provision created for the rehabilitation of the landfill site is 
based on a report conducted by AB Projects for the rehabilitation 
costs of the dumpsite.the report indicates a remaining live span of 
five years. 











4 

RETIREMENT BENEFIT INFORMATION 











4,1 

Defined contribution plan 






Indaka Municipality has been contributing to three (3) different 
funding schemed in respect of retirement benefit. These 
contributions have been expensed. 












These valuations indicate that the plan is in a sound financial position 






Acturial valuation must be conducted at least every 3years. 








Assets 


Assets 


KZN/Natal Joint Pension Fund @ 31 March 2012 


6 538 900 


6 538 900 








Government Employees Pensions Fund @ 31 March 2010 


708 137 500 


708 137 500 








Municipal Council Provident Fund @ 30 June 2009 


1 136 372 026 


1 136 372 026 








Amount below was contributed by Council in respect of Councillors 
and employees retirement funding. These contributions have been 
expensed and are included in employee related costs for the year. 












KZN/Natal Joint Provident Fund 


553 399 


553 399 


Government Employees Pensions Fund 


507 488 


507 488 


Municipal Council Provident Fund 


0 


0 







4,2 

Long service awards and retirement gifts 












The independent valuers. One Pangaea Financial actuarial 
consulting, carry out a statutory valuation on an annual basis. 












The principal actuarial assumptions used were as follows: 












Discount rate per annum 


8.46% 


8.46% 


General Salary Inflation (long term) 


6.27% 


6.27% 


Net effective discount rate 


1.11% 


1.11% 








Examples of mortality rates used were as follows: 
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Average retirement age 


63 years 


63 years 


Mortality during employment 


SA85-90 

Ultimate 


SA85-90 

Ultimate 








Members withdrawn from service: 






Age 20 


12,0% 


12,0% 


Age 25 


6,6% 


6,6% 


Age 30 


5,1% 


5,1% 


Age 35 


3,6% 


3,6% 


Age 40 


2,6% 


2,6% 


Age 45 


1,8% 


1,8% 


Age 50 


1,1% 


1,1% 


Age 55+ 


0,0% 


0,0% 








The amounts recognised in the Statement of Financial Position 






were determined as follows: 












Present value of funded obligations 


666 000 


670 000 


Fair value of plan assets 












Liability in the Statement of Financial Position 


666 000 


670 000 








Movement in the defined benefit obligation is as follows: 












Balance at beginning of the year 


670 000 


602 000 


Current service cost 


139 000 


81 000 


Interest cost 




42 000 


Actuarial (Gain)/losses 


( 

119 731) 


142 410 


Benefit payments 


( 

23 269) 


( 

197 410) 


Miscellaneous 






Balance at 30 June 2015 


666 000 


670 000 








The amounts recognised in the Statement of Financial 






Performance were as follows: 












Current service cost 


139 000 


81 000 


Interest cost 




42 000 


Actuarial (Gain)/losses 


( 

119 731) 


142 410 


Benefit payments 


( 

23 269) 


( 

197 410) 










( 

4 000) 


68 000 


In conclusion: 












Statement of Financial Position obligation for: 






Post-employment medical benefits 






Long Service Award 


666 000 


670 000 








FT 


2014/2015 Annual Report 





666 000 


670 000 


Statement of Financial Performance obligation for: 






Post-employment medical benefits 






Long Service Award loss 


4 000 


68 000 




4 000 


68 000 


Additional retirement costs 








4 000 


68 000 


Long service award gain 





5 

CURRENT PORTION OF PROVISIONS 












Rehabilitation of the landfill site - current portion 


72 867 


113 432 


Performance Bonus 








72 867 


113 432 

6 

TRADE AND OTHER PAYABLES FROM EXCHANGE 
TRANSACTIONS 






Trade creditors 


7 627 880 


1 817 983 


Deposits-Hal Hire Deposits 


7 885 


5 945 


Other Creditors 


22 445 


62 298 


Other Creditors Payment in Advance-Debtors 


1920 


14 122 


Retentions 


4 439 514 


3 012 740 


Staff leave accrual 


845 777 


720 694 


Total creditors 


12 945 421 


5 633 783 







7 

UNSPENT CONDITIONAL GRANTS AND RECEIPTS 






Unspent Conditional Grants from other spheres of Government 






MSIG Grant Uthukela 


56 126 


56 126 


Eradication of Bucket System 


671 219 


671 219 


Interdepartmental Planning 


31 700 


31 700 


Backlog Infrastructure 


80 702 


80 702 


MIG 


9 216 672 


5 107 805 


MIG Prior 




1 154 433 


Financial Management Grant. 


127 966 


84 865 


MSIG 


513 165 


68 585 


DOE Grant 




5 234 805 


EPWP 




237 610 


Land Use Management 


1 112 


1 112 


DBSA Feasibility Grant 


92 907 


92 907 








Total Unspent Conditional Grants and Receipts 


10 791 569 


12 821 870 








See Note 19 for reconciliation of grants and receipts. These amounts 
are invested in ring-fenced investment until utilised. 










8 

VALUE ADDED TAXATION PAYABLE/RECEIVABLE FROM 
EXCHANGE TRANSACTIONS 






VAT Receivable 


1 859 337 


1 571 029 


VAT is payable on the payment basis. Only once payment is made 
or received is VAT claimed or paid to SARS. All VAT returns have 
been submitted by the due date throughout the year. 


1 859 337 


1 571 029 


FT 


2014/2015 Annual Report 



9 PROPERTY, PLANT AND 

EQUIPMENT 



Reconciliation of Carrying 
Value 

Landfilled site 

Land 

Buildings 

Infrastructure 

Community 

ether Assets 

Leased assets 

Under 

Construction 

Total 


R 


R 

R 

R 

R 

R 

R 

R 

Carrying Values at 

30 June 2014 

250 000 

1 738 000 

4 975 375 

57 947 911 

10 791 303 

3 641 868 

76 640 

9 000 186 

88 421 283 

Cost 

Accumulated depreciation 

250 000 

0 

1 738 000 

6 323 301 

-1 347 927 

76 122 220 

-18 174 309 

13 041 531 

-2 250 227 

7 986 184 

-4 344 317 

886 530 

-809 890 

9 000 186 

0 

115 347 952 

-26 926 670 

Acquisitions 

Disposal of Assets 

Change in Policy 



75 000 

13 872 823 


321 789 

-968 655 



14 269 612 

-968 655 

0 

Cost 

Acc dep 

250 000 

1 738 000 

6 398 301 

-1 347 927 

89 995 043 

-18 174 309 

13 041 531 

-2 250 227 

7 339 319 

-4 344 317 

886 530 

-809 890 

29 563 259 

0 

149 211 983 

-26 926 670 

Impairment 

Change in Accounting Policy 
Depreciation 

Change in accounting 

Estimates 

Carrying Value of disposals 



-212 441 

-10 760 893 

802 332 

-480 287 

-741 715 

8 932 

771 614 

-76 640 


0 

0 

-12 271 976 

811 264 

771 614 

Carrying Values at 30 June 
2015 

250 000 

1 738 000 

4 837 934 

61 862 173 

10 311 016 

3 033 832 

0 

29 563 259 

111 596 214 

Cost 

Accumulated depreciation 

250 000 

0 

1 738 000 

0 

6 398 301 

-1 560 368 

89 995 043 

-28 132 870 

13 041 531 

-2 730 514 

7 339 319 

-4 305 487 

886 530 

-886 530 

29 563 259 

0 

149 211 983 

-37 615 769 





Reconciliation of Carrying 
Value 

Landfilled site 

Land 

Buildings 

Infrastructure 

Community 

ether Assets 

Leased assets 

Under 

Construction 

Total 


R 


R 

R 

R 

R 

R 

R 

R 

Carrying Values at 

30 June 2013 

250 000 


4 560 870 

50 273 215 

10 039 634 3 783 610 

284 898 

3 793 504 

72 985 731 

Cost 

Accumulated depreciation 

250 000 

0 


5 707 531 

-1 146 662 

60 307 863 

-10 034 648 

11 835 538 

-1 795 905 

7 399 481 

-3 615 871 

886 530 

-601 632 

3 793 504 

0 

90 180 448 

-17 194 717 

Correction of error (33.1 ) 
previously not recognised 


1 738 000 







1 738 000 

Restated Carrying Values at 

30 June 2013 

250 000 

1 738 000 

4 560 870 

50 273 215 

10 039 634 

3 783 610 

284 898 

3 793 504 

74 723 731 

Cost 

Accumulated depreciation 

250 000 

0 

1 738 000 

0 

5 707 531 

-1 146 662 

60 307 863 

-10 034 648 

11 835 538 

-1 795 905 

7 399 481 

-3 615 871 

886 530 

-601 632 

3 793 504 

0 

91 918 448 

-17 194 717 
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Acquisitions 

Capital under construction 



615 770 

10 450 690 

1 205 992 

621 290 


10 570 349 

12 893 742 

Capital transferred 




5 363 667 




-5 363 667 

0 

Disposai of Assets 






-34 587 



-34 587 

Chanqe in Policy 









0 

Cost 

250 000 

1 738 000 

6 323 301 

76 122 220 

13 041 530 

7 986 184 

886 530 

-1 570 163 

104 777 603 

Acc dep 

0 

0 

-1 146 662 

-10 034 648 

-1 795 905 

-3 615 871 

-601 632 

0 

-17 194 717 

Assets written off 









o o 

Cost 









0 

Accumulated Depreciation 






5 818 



5 818 

Impairment 









0 

0 

Change in Accounting Policy 









0 

Depreciation 

Change in accounting 



-201 265 

-8 139 661 

-454 323 

-741 094 

-208 258 


-9 744 601 

Estimates 






6 830 



6 830 

Carrying Value of disposals 









0 


250 000 

1 738 000 

6 323 301 

76 122 220 

13 041 530 

7 986 184 

886 530 

-1 570 163 

104 777 603 


0 

0 

-1 347 927 

-18 174 309 

-2 250 227 

-4 344 317 

-809 890 

0 

-26 932 488 

Carrying Values at 

30 June 2014 

250 000 

1 738 000 

4 975 375 

57 947 911 

10 791 303 

3 641 867 

76 640 

9 000 186 

88 421 282 
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INDAKA LOCAL MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2015 

Restated 

Note 2014 

R 


10 INVESTMENT PROPERTY 


10.1 Reconciliation of carrying value 

Accumulated depreciation and impairment iosses 

as at 1 July 2013 

Cost 

Accumulated depreciation and impairment iosses 

Acquisitions 

Depreciation 

Carrying value of disposals 
Cost 

Accumulated depreciation 

as at 30 June 2014 

Cost 

Accumulated depreciation and impairment losses 

as at 1 July 2014 

Cost 

Accumulated depreciation and impairment losses 

Acquisitions 

Depreciation 

Carrying value of disposals 
Cost 

Accumulated depreciation 

as at 30 June 2015 

Cost 

Accumulated depreciation and impairment losses 

10.2 Investment property pledged as security-not applicable. 


Investment property 

Total 

R 

R 

(66 623) 

(66 623) 

277 259 

277 259 

343 882 

343 882 


(66 

(66 623) 

623) 


(22 925) 

925) 

(22 



254 334 


254 334 

343 882 


343 882 

(89 548) 

548) 

(89 

254 334 


254 334 

343 882 


343 882 

(89 548) 

548) 

(89 

41 996 



(22 925) 

925) 

(22 



273 404 


273 404 

385 877 


385 877 

(112 473) 

473) 

(112 
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INDAKA LOCAL MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 

for the year ended 30 June 2015 


11 

11,1 


Restated 

INTANGIBLE ASSETS 2014 


Reconciliation of carrying value 

Software 

Total 

as at 1 July 2013 

R 

9 

719 

R 

9 719 

Cost/Revaluation 

22 

089 

22 089 

Accumulated amortisation. 

(12 

370) 

(12 370) 

Acquisitions 

170 

000 

170 000 

Amortisation 

(45 

089) 

(45 089) 

Carrying value of disposals 



Cost 

Accumulated amortisation. 




Impairment loss/Reversal of impairment loss 

T ransfers 

Other movements 


as at 30 June 2014 

134 

630 

134 630 

Cost/Revaluation 

192 

089 

192 089 

Accumulated amortisation. 

(57 

459) 

(57 459) 

as at 1 July 2014 

134 

630 

134 630 

Cost/Revaluation 

192 

089 

192 089 

Accumulated amortisation. 

(57 

459) 

(57 459) 

Acquisitions 

31 

750 

31750 

Amortisation 

(66 

068) 

(66 068) 

as at 30 June 2015 

100 

311 

100 311 

Cost/Revaluation 

223 

839 

223 839 

Accumulated amortisation. 

(123 

528) 

(123 528) 


INDAKA LOCAL MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
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for the year ended 30 June 2015 


Restated 



30 June 
2015 

R 

2014 

R 

INVENTORIES 

Consumable stores - at cost 

92 435 

69 206 

Fuel 

75 984 

48 645 

Oil 

3 827 

2 376 

Others 

12 624 

18 185 


Physical stock counts were carried out on 30 June 2015. 


Periodically, physical stock counts are carried out and any obsolete and redundant items are 
identified and written off under Council authority. 

13 RECEIVABLES FROM EXCHANGE TRANSACTIONS 


Electricity 


1 369 

Refuse 

793 324 

782 110 

Consumer debtors for VAT 

143 438 

145 765 

Total service debtors 

936 762 

929 244 

Less: Allowance for impairment 

-904 441 

-822 327 

Total 

32 321 

106 917 


Electricitv: Aaeina 

Current (0 - 30 days) 

31 - 60 Days 

61 - 90 Days 

91 - 120 Days 

Greater than 120 days 

0 

1 369 

Total 

0 

1369 

Refuse: Aaeina 

Current (0 - 30 days) 

14 282 

18 480 

31 - 60 Days 

14 274 

18 216 

61 - 90 Days 

15 470 

18 208 

91 - 120 Days 

14 245 

18 185 

Greater than 120 days 

735 054 

709 021 

Total 

793 324 

782 110 

Vat: Aaeina 

Current (0 - 30 days) 

2 011 

2 596 

31 - 60 Days 

2 010 

2 557 

61 - 90 Days 

2 152 
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2 555 

91 - 120 Days 

2 005 2 552 

Greater than 120 days 

135 259 135 505 


Total 

Reconciliation of the Allowance for Impairment 

Balance at beginning of the year 
Receivables from exchange transactions 
Receivables from non-excbange transactions 

(Release from) / Contribution to provision 
Receivables from exchange transactions 
Receivables from non-excbange transactions 


Vat on trade receivables from exchange transactions 

Vat on trade receivables from non-exchange transactions 

Receivables from exchange transactions 
Receivables from non-excbange transactions 
Balance at end of 30 June 2015 


Bad debts written off 


143 438 

145 765 

1 961 002 

1 341 998 

822 327 

544 059 

1 138 675 

797 939 

507 534 

619 004 

82 114 

278 268 

425 420 

340 736 

507 534 

619 004 

- 

- 


904 441 

822 327 

1 564 095 

1 138 675 

2 468 536 

1 961 002 


. 

. 


14 

RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 


Rates 

2 599 773 

1 708 681 

Other debtors 

2 759 

4 010 

Accrued Interest 

0 

194 173 

Deposits Paid 

91 440 

12 940 

Add back credits included above 

1 920 

14 122 


2 695 892 

1 933 925 


-1 564 

-1 138 

Less: Allowance for impairment 

095 

675 

Total Other Debtors 

1 131 796 

795 250 

Rates: Aaeina 



Current (0 - 30 days) 

70 887 

53 055 

31 - 60 Days 

70 887 

53 038 

61 - 90 Days 

70 875 

53 038 

91 - 120 Days 

70 862 

53 133 

Greater than 120 days 

2 318 181 

1 510 538 

Total 

2 601 691 

1 722 803 


Add back credits includedaboveiAaeina 

Current (0 - 30 days) 0 0 

31 - 60 Days -23 0 

61 - 90 Days 0 -223 




2014/2015 Annual Report 



91 - 120 Days 

0 

0 


Greater than 120 days 

-1 896 

-13 899 


Total 

-1 920 

-14 122 

15 

INVESTMENTS 



15,1 

CURRENT INVESTMENTS 

104 964 

42 348 


Call investments 

085 

128 



104 964 

42 348 


TOTAL CURRENT INVESTMENTS 

085 

128 


ACCOUNT DISCRIPTION - Investments (MFMA reauirement 1 




Investment Bank account Call Account 

Standard Bank Ladysmith 

Account Number 68522347-002 Short Term Investment Account 


11 210 


Bank statement balance at tbe beginning of tbe year 

0 

399 


Bank statement balance on 30 June 2015 

. 

0 


Investment Bank account 3 Month Fix 

Standard Bank Ladysmith 

Account Number 068522347008 Short Term Investment Account 


30 804 


Bank statement balance at tbe beginning of tbe year 

- 

041 


Bank statement balance on 30 June 2015 




Investment Bank account 6 Month Fix 

First National Bank Ladysmith 

Account Number 74461862953 120 days Short Term Investment Account 

10 000 



Bank statement balance at tbe beginning of tbe year 

000 

0 




10 000 


Bank statement balance on 30 June 2015 

0 

000 


Investment Bank account Call Account 

Standard Bank Ladysmith 

Account Number 068522347-010 Short Term Investment Account 

32 348 



Bank statement balance at the beginning of the year 

128 




13 239 

32 348 


Bank statement balance on 30 June 2015 

910 

128 


Investment Bank account Call Account 

Investic Bank 

Account Number 506626 Fixed Deposit 90 days 




Bank statement balance at the beginning of the year 





20 023 



Bank statement balance on 30 June 2015 

014 

0 


Investment Bank account Call Account 

ABSA Bank 
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Account Number 955 600145 Fixed Deposit 182 days 


Bank statement balance at tbe beginning of tbe year 

51 678 

Bank statement balance on 30 June 2015 082 0 


INVESTMENT- NEDBANK 7.02% 

Account Number 1766000029 Fixed Deposit 90 days 

Bank statement balance at tbe beginning of tbe year 
Bank statement balance on 30 June 2015 


20 023 


079 

0 


16 BANK BALANCES AND CASH 


Cash and cash equivalents consist of tbe following: 

Cash on hand 
Petty Cash 


The Municipality has the following main bank accounts: - 


35 625 60 703 

492 154 

1000 1000 

35 626 60 704 

492 154 


Primary Bank Account 


Standard Bank Ladysmith Branch Account Number 60157259 



60 824 

20 742 

Cash book balance at beginning of year 

558 

075 


35 625 

60 824 

Cash book balance on 30 June 2015 

492 

558 


60 824 

20 742 

Bank statement balance at beginning of year 

558 

075 


35 625 

60 824 

Bank statement balance on 30 June 2015 

492 

558 

Petty cash and cash on hand 

1000 

1000 


35 626 

60 825 

Total bank, cash and overdraft balances. 

492 

558 


17 PROPERTY RATES 


Actual 


Residential 

2 631 528 

2 502 108 

Business 

215 043 

201 616 

Agriculture 

262 955 

299 008 

PSI 

541 

503 

Vacant Land 

277 831 

287 792 

Place of Worship 

79 300 

17 550 

Other 

2 526 310 

2 246 015 

Total property rates 

Property rates - penalties imposed and collection charges 

5 993 508 

5 554 592 

Total 

5 993 508 

-2 785 

5 554 592 

Rates Rebate 

614 

-786 851 

-2 578 

Rates Impermissable 

0 

555 
-3 365 

Total 

3 207 894 

406 
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Valuations 



215 699 

215 699 

Residential 

000 

000 


11 751 

11 751 

Business 

000 

000 


104 743 

104 743 

Agriculture 

000 

000 

Place of Worship 

6 500 000 

6 500 000 


142 208 

142 208 

Other 

000 

000 


21 032 

21 032 

Vacant Land 

000 

000 

P S 1 

186 500 

186 500 


502 119 

502 119 

Total Property Valuations 

500 

500 


Valuations on land and buildings are performed every four years. The last valuation came into 
effect on 1 July 2011. 



Assessment rates: 

Residential 

0,0122 

0,0116 

Agricultural 

0,0029 

0,0027 

Business 

0,0183 

0,0174 

Place of Worship 

0,0000 

0,0000 

Vacant Land 

0,0144 

0,0116 

Other 

0,0166 

0,0158 

Public service infrastructure 

The first R120 000 of the valuation of residential properties are exempt from the calculation 
of rates. 

0,0029 

0,0027 


Impermissible: 

Residential property 

135 000 

135 000 

Public service infrastructure 

0 

0 

Place of Worship 

0 

0 

SERVICE CHARGES 

Refuse removal 

172 559 

94 521 

Total Service Charges 

172 559 

94 521 


The amounts disclosed above for revenue from Service Charges are in respect of services 
rendered which are billed to the consumers on a monthly basis according to approved 
tariffs. 

GOVERNMENT GRANTS AND SUBSIDIES 

67 255 

63 188 

Equitable Share 

000 

116 

Finance Management Grant 

1 672 034 

1 565 135 

Msig 

420 835 
22 184 

821 415 
21 222 

MIG. 

328 

158 

EPWP Grant 

000 000 

762 390 





DOE Electrification Grant 

0 

1764 046 


Operating Grants 

535 000 

514 000 


Total Conditional Grants and Receipts 

93 067 
197 

89 837 

260 


MSIG Grant repaid to Treasury 

68 585 

289 425 


FMG Grant repaid to Treasury 

84 864 

172 692 


EPWP Grant repaid to Treasury 

237 610 

0 


MIG 2012/2013 Grant repaid to Treasury 

1 154 433 

0 


MIG 2013/2014 Grant repaid to Treasury 

5 107 805 

0 


DOE Grant repaid to Treasury 

5 234 807 

1 429 000 


Sub Grant Expenditure 

104 955 
301 

91 728 

377 


Grants 

Less : Operating Grant 

535 000 

514 000 


Total grants Expenditure. 

104 420 
301 

91 214 

377 

19,1 

Equitable Share 

Balance unspent at beginning of year 


0 


Current year receipts 

67 255 
000 

63 188 

116 


Conditions met - transferred to revenue 

-67 255 
000 

-63 188 

116 

19,2 

In terms of the Constitution, this grant is used to subsidise the provision of basic services to 
indigent community members. 

Backlog Infrustructure Grant. 

Balance unspent at beginning of year 

80 702 

80 702 


Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see note 7) 

80 702 

80 702 

19,3 

This is the balance of an very old grant where no information is available. 

The municipality will consider to pay the unspent balance back to the Province. 

DBSA Feasibility Grant. 

Balance unspent at beginning of year 

92 907 

92 907 


Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see note 7) 

92 907 

92 907 

19,4 

This is the balance of an very old grant where no information is available. 

The municipality will consider to pay the unspent balance back to the Province. 

Eradicating Bucket System Grant. 

Balance unspent at beginning of year 

671 219 

671 219 


Adjustments 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see note 7) 

671 219 

671 219 
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This is the baiance of an very oid grant where no information is avaiiabie. 

The municipaiity wiii consider to pay the unspent baiance back to the Province. 

19.5 Financial Management Grant 2012/2013 



Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

0 

172 692 


Grant repaid to Treasury 

0 

-172 692 


Conditions still to be met - remain liabilities (see note 7) 

0 

0 

19,6 

Financial Management Grant 2013/2014 




Balance unspent at beginning of year 

Current year receipts 

84 865 

1 650 000 
-1565 


Conditions met - transferred to revenue 

Grant repaid to Treasury 

-84 865 

135 


Conditions still to be met - remain liabilities (see note 7) 

0 

84 865 


This grant was used for interns saiaries to advance the impiementation 

of the MFMA, training of officiais to meet the minimum compentency requirements. 

The municipaiity was not abie to utilize the grant 100% and therefor repaid an amount 
of R 84 865.00 to Nationai Treasury. 



19,7 

Financial Management Grant 2014/2015 

Balance unspent at beginning of year 

Current year receipts 

1 800 000 
-1 672 



Conditions met - transferred to revenue 

Grant repaid to Treasury 

034 



Conditions still to be met - remain liabilities (see note 7) 

127 966 

0 


This grant was used for interns saiaries to advance the impiementation 

of the MFMA, training of officiais to meet the minimum compentency requirements. 



19,8 

Inter Departmental Planning Grant 




Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

31 700 

31 700 


Conditions still to be met - remain liabilities (see note 7) 

31 700 

31 700 


This is the baiance of an very oid grant where no information is avaiiabie. 

The municipaiity wiii consider to pay the unspent baiance back to the Province. 



19,9 

LUMS. 




Balance unspent at beginning of year 

Adjustments 

1 112 

1 112 


Conditions still to be met - remain liabilities (see note 7) 

1112 

1112 


This is the baiance of an very oid grant where no information is avaiiabie. 

The municipaiity wiii consider to pay the unspent baiance back to the Province. 



19,10 

MSIG.-Uthukela. 

Balance unspent at beginning of year 

Adjustments 

Current year receipts 

Conditions met - transferred to revenue 

56 126 

56 126 
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Conditions still to be met - remain liabilities (see note 7) 

56 126 

56 126 

19,11 

This is the balance of an very old grant where no information Is available. 

The municipality will consider to pay the unspent balance back to the District Municipaiity 

DOE Electrification Grant 

Balance unspent at beginning of year 

5 234 805 

1 427 851 


Current year receipts 

Conditions met - transferred to revenue 

0 

7 000 000 
-1764 

046 


Grant refunded to Treasury 2011/2012 

Grant refunded to Treasury 2012/2013 

Grant refunded to Treasury 2013/2014 

Conditions still to be met - remain liabilities (see note 7) 

-5 234 
805 

0 

-1022 

000 

-407 000 

5 234 805 

19,12 

This grant was received for eiectricity connections to households in 
various areas. The municipality's application for an roll-over of the unspent 
grant was not successful and repaid R 5 234 805.00 to national treasury. 

This was a result of delays in the tendering process in appointing 
suitable contractors. 

MSIG. 

Balance unspent at beginning of year 

68 585 

289 425 


Current year receipts 

934 000 

890 000 


Conditions met - transferred to revenue 

-420 835 

-821 415 


Grant refunded to Treasury 2012/2013 

0 

-289 425 


Grant refunded to Treasury 2013/2014 

Conditions still to be met - remain liabilities (see note 7) 

-68 585 

513 165 

68 585 

19,13 

This grant was used for systems to comply with the legislation and audit 

outcomes i.t.o.GRAP. An amount of R 68 585.00 has been repaid to National Treasury. 

MIG. 2012/2013 

Balance unspent at beginning of year 

1 

154 433 

5 967 065 


Current year receipts -transfer from 22.12 

Conditions met - transferred to revenue 

Grant refunded to Treasury 2013/2014 

Conditions still to be met - remain liabilities (see note 7) 

-1 154 
433 

0 

1 053 330 
-5 865 

962 

1 154 433 

19,14 

This grant was used to construct roads and bridges, sportfields, 
community halls and streetlighting as part of the upgrading of informal 
settlement areas. 

The municipalitys application for an roll-over of the unspent 

grant was not successful and repaid R 1 154 433.00 to national treasury. 

This was a result of delays in the tendering process in appointing 
suitable contractors. 

MIG. Prior 

Balance unspent at beginning of year 

0 

1 053 330 


Current year receipts 

Conditions met - transferred to revenue 

Grant Roll over transferred to 22.11 

0 

-1053 

330 


Grant Recovered 

Conditions still to be met - remain liabilities (see note 7) 

0 

0 


»l 

2014/2015 Annual Report 


19,15 

MIG.2013/2014 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Grant refunded to Treasury 2013/2014 

5 107 805 

(5 

107 805) 

20 464 

000 
-15 356 

195 


Conditions still to be met - remain liabilities (see note 7) 

_ 

5 107 805 


This grant was used to construct roads and bridges, sportfields, 
community halls and street lighting as part of the upgrading of informal 
settlement areas. 

The municipality’s application for an roll-over of the unspent 

grant was not successful and repaid R 5 107 805.00 to national treasury. 

This was a result of delays in the tendering process in appointing 
suitable contractors. 



19,16 

MIG.2014/2015 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

31 

401 000 
(22 

184 292) 



Conditions still to be met - remain liabilities (see note 7) 

9 

216 708 

_ 


This grant was used to construct roads and bridges, sport fields, 
community halls and street lighting as part of the upgrading of informal 
settlement areas. 



19,17 

EPWP 

Balance unspent at beginning of year 

237 610 



Current year receipts 


1 000 000 


Conditions met - transferred to revenue 

Grant refunded to Treasury 2013/2014 

0 

-237 610 

(762 390) 


Conditions still to be met - remain liabilities (see note 7) 

_ 

237 610 


The expanded Public Works Programme is a government programme aimed 

on the alleviation of poverty and unemployment. This program ensures the full engagement on Labour 
Intensive Methods of construction to workers for skills development. 



The municipality's application for an roll-over of the unspent grant was not successful and 
repaid R 237 610.00 to national treasury. 



19,18 

EPWP 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Grant refunded to Treasury 2014/2015 

0 

1 000 000 
-1000 
000 



Conditions still to be met - remain liabilities (see note 7) 

_ 

. 

20 

EMPLOYEE RELATED COSTS 
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Employee related costs - Salaries and Wages, Bonuses 

8 525 126 

8 017 849 

Employee related costs - Contributions for UIF, pensions 

741 440 

748 406 

Travei, motor car, accommodation, subsistence and other allowances 

339 570 

297 536 

Medical Aid Contributions 

164 449 

138 606 

Housing benefits and aliowances 

34 128 

46 874 

Overtime payments 

0 

3 220 

Other employee related costs 

4 305 

4 286 

Total Employee Related Costs 

9 809 018 

9 256 777 

Remuneration of the Municipal Manager 

Annual Remuneration 

539 853 

525 000 

Travel, motor car, accommodation, subsistence and other allowances 

179 951 

199 200 

Contributions to UIF, Medical and Pension Funds 

9 245 

8 753 

Total 

729 050 

732 953 

Remuneration of the Chief Finance Officer 

Annual Remuneration 

611 834 

198 333 

Travel, motor car, accommodation, subsistence and other allowances 


7 200 

Contributions to UIF, Medical and Pension Funds 

8 586 

2 676 

Total 

620 419 

208 209 

Remuneration of Individual Executive Directors 

Technical 

Corporate 


Services 

Services 

30 June 2015 

R 

R 

Annual Remuneration 

460 013 

489 853 

Travel, motor car, accommodation, subsistence and other allowances 

153 338 

75 058 

Contributions to UIF, Medical and Pension Funds 

8 060 

8 261 

Total 

621 410 

573 172 


Technical 

Corporate 

2014 

Services 

Services 

Annual Remuneration 

547 800 

119 094 

Travel, motor car, accommodation, subsistence and other allowances 

69 600 

35 056 

Contributions to UIF, Medical and Pension Funds 

7 935 

1 969 

Total 

625 335 

156 119 

21 REMUNERATION OF COUNCILLORS 

R 

R 

Mayor 

693 948 

623 816 

Deputy Mayor 

559 078 

503 226 

Speaker 

559 078 

503 227 

Executive Committee Members 

596 766 

539 169 

Councillors 

3 301 968 

2 956 051 

Total Councillors’ Remuneration 

In-kind Benefits 

5 710 838 

5 125 489 
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The Mayor, Deputy Mayor and Speaker are full-time. Each Is provided with an office and 
secretariai support at the cost of the Council. 


The Mayor is in title the use of the Council owned vehicle for official duties. The Mayor is 
entitled to VIP protection, driver and secretary to support the Mayors office. 


22 FINANCE COSTS 


Interest on external loan DBSA 

178 929 

187 636 

Interest on external loan Wasbank 



Interest on Fintech Lease 

2 445 

26 326 

Total Finance Costs 

CONTRACTED SERVICES 

181 374 

213 962 

Contracted services for: 

Internal Audit 

1 055 824 

1 715 382 

Refuse Removals 

797 200 

718 087 

Security Services 

2 574 732 

2 280 959 

Other 

1 810 161 

335 539 


6 237 917 

5 049 968 


24 GENERAL EXPENSES 

Included in general expenses are the following:- 


Access and licence fees (CICS) 

140 125 

122 323 

Advertisement 

48 635 

106 828 

Assets under R 5000.00 

5 118 

1 

25 699 

Audit fees 

1 

162 404 

764 715 

Bank Charges 

33 557 

32 037 

Cellphones 

103 200 

85 470 

Cleaning Materials 

30 613 

7 158 

Conferences and seminars 

92 096 

103 807 

Electricity 

741 625 

569 901 

Entertainment 

64 536 

82 394 

EPWP Expenditure 

210 337 

0 

Fuel & Lubricants 

440 362 

310 198 

EPWP Grant 

1 000 000 

762 390 

FMG Grant 

1 543 044 

1 475 419 

MSIG Grant 

96 220 

496 547 

Free Basic Electricity 

529 152 

559 541 

HIV/AIDS 

67 262 

9 300 

Public participation /Speaker 

113 750 

0 

IDP Spatial Development 


319 000 

Infrastructure plan. 


275 000 

Insurance 

365 406 

381 801 

Landfill Site 


152 000 

Legal Costs 

903 893 

361 645 

Planning IDP. review 

234 775 

175 439 

PMU Costs 

0 

54 116 

Postage 

977 

1575 

Printing and Stationery 

121 980 

117 219 
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Protective Clothing 

13 325 

18 658 


Purchase of tools 

1784 

1670 


Recruitment of staff. 


8 890 


Registration & License Fees 

22 657 

27 283 


Rental Office Machinery 

423 333 

393 081 


Rural development strategy. 


209 400 


SALGA Membership 

500 000 

450 000 


Skills Development Levy 

132 843 

126 228 


Skills recognition 

26 060 

10 800 


Subsistence and travelling 

229 391 

123 077 


Support and maintenance 


448 422 


Telephones 

391 072 

367 013 


Training Councillors 

23 353 

0 


Training Staff Members 

211 696 

294 242 


Ward Committees 

1 159 630 

1 135 000 


Waste management plan. 


389 000 


Capacity Building 

015 429 

3 738 


Hiring equipment 


251 834 


Bursaries 

369 485 

0 


SDF.& Lums. 

65 000 



Housing Plan 

249 460 



Leave 

177 872 



Youth funds 

160 466 




13 221 

11 609 



923 

859 

24,1 

Significant increase in legal costs due to a case against the late Municipal Manager 



24,2 

Increase in subsistence and travelling and capacity building is due to the training of officials 



25 

REPAIRS AND MAINTENANCE 




Repairs and maintenance 

496 340 

888 779 


Total Repairs and Maintenance 

496 340 

888 779 


Decrease in repairs and maintenance due to roads being renewed and not 

Maintained 



26 

FINANCE LEASE LIABILITY 




GRAP 13, paragraph 12 Leases, When the lease term is for the major part of the economic life of the asset even if title is 
not transferred or at the inception of the lease the present value of the minimum lease payments amounts to at least 


substantially all of the fair value of the leased asset the asset should be classified as a finance lease. 



Within one year 

In the second to fifth year inclusive 

0 



After five years 

Future Finance charged on finance leases 

- 

- 


Total 

0 

0 


The present value of finance lease liabilities is as follows: 

Within one year 

In the second to fifth year inclusive 

After five years 

0 

93 691 


Total 

0 

93 691 

27 

RENTAL OF FACILITIES AND EQUIPMENT 
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Investment Property 

116 535 

102 952 


Other rentals 

- 

0 


Total rentals 

116 535 

102 952 

28 

INTEREST EARNED - EXTERNAL INVESTMENTS 




Investments 

7 174 895 

3 876 256 


Total interest 

7 174 895 

3 876 256 

29 

OTHER INCOME, PUBLIC CONTRIBUTIONS AND DONATIONS 



29,1 

OTHER INCOME 




Miscellaneous 

14 839 

21 126 


Tender Documents 

56 185 

77 501 


Burial Fees 

13 246 

14 660 


Site clearance 

0 

79 


Total Other Income 

84 269 

113 366 

29,2 

GAIN ON DISPOSAL OF ASSETS 

Sale of Assets 

68 529 



Total Disposal of assets 

68 529 


30 

DEPRECIATION AND AMORTISATION EXPENSE 

12 271 



Property, plant and equipment 

976 

9 731 953 


Property, plant and equipment-Returned Assets 

0 

5 818 


Investment Property 

22 925 

22 925 


Change in Accounting Estimates 

-811 264 



Intangible assets 

66 068 

45 089 



11549 



Total Depreciation and Amortisation 

706 

9 805 785 

31 

CASH GENERATED BY OPERATIONS 




Cash generated from operations 

56 085 

56 411 


Surplus for the year 

Adjustments for: 

091 

193 



-7 174 

-3 876 


Investment Income 

895 

256 


proceeds of sale of assets 

-68 529 
11 549 



Depreciation 

706 

9 805 786 


Interest Paid 

181 374 

213 962 


Contributions non-current provisions. 

109 432 

(182 000) 


Contributions current provisions. 

(40 565) 

363 432 



60 641 

62 736 


Operating surplus before working capital changes 

614 

117 


Receivables from exhange transactions. 

74 596 

86 167 


Receivables from non-exhange transactions. 

-336 546 

425 489 



-2 030 



Decrease/Increase in un-spent conditional grants. 

301 

2 977 740 


Decrease/Increase in inventories. 

-23 229 

105 987 




-4 042 


Decrease/Increase in creditors 

7 311 639 

875 


Decrease/Increase in vat. 

-288 308 

1 620 633 


DecreaseIncrease Housing Development 

63 849 

35 534 
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65 413 

63 944 

Cash generated from operations. 

314 

794 

CASH AND CASH EQUIVALENTS 



Cash and cash equivalents Included in the cash flow statement comprise the following: 

35 625 

60 703 

Bank balances and cash 

492 

154 


104 964 

42 348 

Call Investment Deposits 

085 

128 

Petty Cash 

1000 

1000 


140 590 

103 052 

Net cash and cash equivalents 

578 

282 

CHANGE IN ESTIMATE. 



2015 



The following adjustments were made to amounts previously reported in the annual financial 
statements of the municipality arising from the implementation of new accounting policies 

30 June 


and/or changes to existing policies: 

2015 

2014 

Roads 

802 332 


Computer equipment accumulated depreciation 

400 

-1 234 

Furniture & Fittings accumulated depreciation 

1 533 

-5 596 

Vehicles 

6 999 



811 264 

-6 830 

CHANGE IN ACCOUNTING POLICY. 



2014 



The following adjustments were made to amounts previously reported in the annual financial 
statements of the municipality arising from the implementation of new accounting policies 
and/or changes to existing policies:Grap 25 



Post Retirement Benefits- GRAP 25. 


68 000 

Intangible Assets GRAP 31 


124 911 



192 911 


2015 

No changes 


35 CORRECTION OF ERRORS 

The comparetives to 2013/2014 have been restated in respect of the following errors. 


Service Charges - Refuse -127 331 

Refuse charged on vacant land from 2006 reversed 

General Expenses 5 927 

Reduced Advertising expenditure R 3 221.00 and Printing and stationery R 2 706.00 

Reduce to creditors 2 118 

Bell Equipment R3.55 and Toyota R 2 114.16 

VAT -286 120 

All V A T queries finalized-V A T suspense amended 

Performance Bonus 70 000 
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No H O D did qualify for a performance bonus. 


Total prior period errors -335 406 

UNAUTHORiSED, iRREGULAR, FRUiTLESS AND WASTEFUL EXPENDITURE 
36 DISALLOWED 

36,1 Irregular expenditure 

Reconciliation of irregular expenditure 

Opening balance 

Irregular expenditure current year 
Irregular expenditure not reported previous year 
Irregular expenditure not reported previous year 2012/2013 

Approved by Council. 

Irregular expenditure awaiting decision by council. 


Incident Disciplinary steps/criminal proceedings 

Incident not reported previous year-Obhukwini Road-Contractor Sicelimpilo 
Contractors- Total Contract Value-R 2 704 340.66 Payment R 1 710 085.50 
Irregular expenditure Current Year-Not following Suplly Chain Procedures. 
Incident- Limehill Highmast Lights -Contractor Veez Micro 
Contractor were appointed without following Suplly Chain Procedures. 


36,2 Unauthorised expenditure 

Reconciliation of unauthorised expenditure 
Cpening balance 

Unauthorised expenditure current year 
depreciation and impairment costs 

Transfer to receivables for recovery 
Unauthorised expenditure awaiting authorisation 


Incident Disciplinary steps/criminal proceedings 

Unbudgeted expenditure 


36,3 Fruitless and wasteful expenditure 

Reconciliation of fruitless and wasteful expenditure 
Cpening balance - 

Fruitless and wasteful expenditure current year 
Approved by Council. 

To be recovered - contingent asset 

Fruitless and wasteful expenditure awaiting decision by council 


5 566 132 3 560 860 

1 700 2 005 272 

(1 166) 

5 566 666 5 566 132 


0 0 
424 706 0 


424 706 0 


55 828 42 743 

019 773 

2 13 084 

889 002 247 


-15 758 

567 

42 958 55 828 

454 019 


Incident Disciplinary steps/criminal proceedings 

Fruitless & Wasetful Expenditure - (R1700.18) Interest on various overdue accounts - Eskom 
& Telkom. 
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37 

ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT 



37,1 

Contributions to organised local government 




Opening balance 

- 

- 


Council subscriptions 

500 000 

450 000 


Amount paid - current 

Amount paid - previous years 

(500 000) 

(450 000) 


Balance unpaid (included in payables) 

_ 

_ 

37,2 

Audit fees 




Opening balance 

. 

. 


Current year audit fee 

1 162 404 

764 715 



-1 162 



Amount paid - current year 

Amount paid - previous years 

404 

-764 715 


Balance unpaid (included in payables) 

_ 

_ 

37,3 

VAT 




VAT input receivables and VAT output payables are shown in note 8. All VAT returns have 
been submitted by the due date throughout the year. 



37,4 

PAYE,SKILLS and UIF 




Opening balance 

_ 

. 


Current year payroll deductions 

2 525 412 

2 425 101 



-2 525 

-2 425 


Amount paid - current year 

Amount paid - previous years 

412 

101 


Balance unpaid (included in payables) 

_ 

0 

37,5 

Pension and Medical Aid Deductions 




Opening balance 

. 

. 


Current year payroll deductions and Council Contributions 

1 832 261 

1 729 025 



-1 832 

-1729 


Amount paid - current year 

Amount paid - previous years 

261 

025 


Balance unpaid (included in payables) 

_ 

_ 

37,6 

Councillor's arrear consumer accounts 

Total 

Total 


The following Councillors had arrear accounts outstanding for more than 90 days as at: - 

R 

R 


as at 30 June 2015 




as at 30 June 2014 

- 

- 


as at 30 June 2013 
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Total Councillor Arrear Consumer Accounts 


37,7 Supply chain management deviations 


Accommodation 

4 820 


Advertising 

6 478 


Building repairs 

31445 

4 500 

Entertainment 

1 528 


Fuel 

448 234 


Hire of equipment. 

2 598 


Legal 

831 895 

5 850 

Repairs and Maintenance. 

290 955 

296 418 

Security 

10 667 


Construction High Mast 

907 212 


Support and Maintenance. 

353 169 



2 889 002 

292 693 


37,8 Non-Compiiance with Chapter 11 of the Municipal Finance Management Act 

None 

38 CAPITAL COMMITMENTS 
38,1 Commitments in respect of capital expenditure 



12 016 

16 470 

- Approved and contracted for 

077 

165 



16 470 

Infrastructure 

8 005 754 

165 

Community 

4 010 323 


Heritage 

- 

- 

Other 




- Approved but not yet contracted for 0 0 

Infrastructure 0 0 

Community 

Heritage 

Other 


12 016 16 470 

Total 077 165 


This expenditure will be financed from: 


- External Loans 

- Government Grants 

- Own resources 

- District Council Grants 



14 599 

9 326 876 

419 

2 689 201 

1 870 746 

12 016 

16 470 

077 

165 
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39 

RETIREMENT BENEFIT INFORMATION 



39,1 

Defined contribution plan 

The following are defined contribution plans: These contributions have been expensed. 



39,2 

Defined benefit plan 

Personnel are members of the Natal Joint 

Municipal Pension Fund, Government Employees Pension Fund and Municipal 

Council Pension Funds.The last actuarial valuation for Natal Joint Pension Fund 

was on 31 March 2012, for Government Employees Pension Fund the last 
acturial valuation was on SlMarch 2010 and for the Municipal Council Pension 

Fund the last actuarial valuation was on 3 June 2009. 



40 

CONTINGENT LIABILITY 



40,1 

Pending Legal Cases 




Indaka Local Municipality/S M Mbhele & DIamini 


60 000 


Indaka Local Municipality/B S Maphanga 


60 000 


Indaka Local Municipality/Khumalo & DIamini 


60 000 


Indaka Local Municipality/B B Mdletshe & Another 


60 000 


Magugu/Indaka Local Municipality 

185 000 

60 000 


Indaka Local Municipality/Tebezi Contractors cc 

235 000 



Indaka Local Municipality/Disciplinary/Schuman 

7 500 




1 

427 500 

300 000 

41 

CONTINGENT ASSET 




None 



42 

IN-KIND DONATIONS AND ASSISTANCE 




None 



43 

COMPARISON WITH THE BUDGET 




The comparison of the Municipality's actual financial performance with that budgeted is set 
out in Annexures E(l) and E(2). 



44 

RELATED PARTIES 



44,1 

Transactions with Related Parties 




No transactions has been conducted during the financial year. 



44,2 

Key Management Personnel Compensation 




Compensation of Key Management Personnel and Councillors is set out in Notes 22 and 23 
respectively to the Annual Financial 




Statements. 
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45 EVENTS AFTER THE REPORTING DATE 
45,1 None 

46 key sources OF ESTIMATION UNCERTAINTY AND JUDGEMENTS 

The following areas involve a significant degree of estimation uncertainty: 

Useful lives and residual values of property, plant, and equipment 

Recoverable amounts of property, plant and equipment 
Present value of defined benefit obligation 
Provision for doubtful debts 

47 GOING CONCERN ASSUMPTION 

The Annual Financial Statements have been prepared on the assumption 
that the Municipality will continue to operate as a going concern for at least 
until the merger with Mnambithi Municipality in May 2016. 

FINANCIAL RISK MANAGEMENT 

Financial Risk Management Objectives 

Due to the largely non-trading nature of activities and the way in which they are financed, municipalities are not exposed to 
the degree of financial risk faced by business entities. 

The municipality's Corporate Treasury function provides services to the business, co-ordinates access to domestic financial 
markets, monitors and manages the financial risks relating to the operations of the municipality. These risks include market 
risk (including, fair value and interest rate risk), credit risk and liquidity risk. 

The use of financial derivatives is governed by the municipality's policies approved by the Council, which provide written 
principles on interest rate risk, credit risk, the use of financial derivatives and non-derivative financial instruments, and the 
investment of excess liquidity. The municipality does not enter into or trade financial instruments, including derivative 
financial instruments, for speculative purposes. 

Maximum credit risk exposure 


Credit rate risk consist mainly of cash deposits, cash equivalents and trade debtors. The municipality only deposits cash 
with major banks with high quality credit standing and limits exposure to any one counter-party 


Except as detailed below, the carrying amount of financial assets recorded in the Annual Financial Statements, represents 
the municipality's maximum exposure to credit risk without taking account of the value of any collateral obtained: 


The maximum credit exposure in respect of the relevant financial instruments is as follows 
(domestic exposure only) 


30 June 
2015 
R 


2014 

R 
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Investments 

104 964 

42 348 


085 

128 

Cash and Cash Equivalents 

35 626 

60 704 


492 

154 

Interest rate swaps 



Financial guarantees 



Trade and other receivables 



Maximum Credit Exposure 

140 590 

103 052 


578 

282 

48,2 Credit Risk Management 



Credit rate risk consist mainly of variable rate deposit investments, long-term receivables, 
consumer debtors, other debtors, bank and cash balances. 



Except as detailed in the following table, the carrying amount of financial assets recorded in the 
Annual Financial Statements, which is net of impairment losses, represents the municipality’s 
maximum exposure to credit risk without taking account of the value of any collateral obtained: 



The maximum credit and interest risk exposure in respect of the relevant financial instruments is 
as follows (domestic exposure only, no international exposure): 



Investments 

104 964 

42 348 


085 

128 

Receivables 

1 164 117 

902 167 

Cash and Cash Equivalents 

35 626 

60 704 


492 

154 

Maximum Credit and interest Risk Exposure 

141 754 

103 954 


694 

449 

Credit quaiity of Financial Assets: 



The credit quality of financial assets that are neither past due nor impaired can be assessed by 
reference to external credit ratings (if available) or to historical information about counterparty 
default rates: 



Receivables are broken down as follows: 



Exchange 

32 321 

106 917 

Non-Exchange 

1 131 796 

795 250 


1 164 117 

902 167 

The ageing of exchange and non-exchange receivables at the reporting date was as 
follows: 



Gross 


2 637 925 

Current (0 - 30 days) 


147 942 
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31 - 60 Days 


73 578 

61 - 90 Days 


73 871 

91 - 120 Days 


72 999 

Greater than 120 days 


2 269 535 


-2 468 

-1961 

Less: Provision for Bad Debts 

535 

001 

Net Consumer Debtors 

-2 468 

676 924 


535 


Movement in the provision for bad debts: 



Balance at the beginning of the year 

1 961 001 

1 341 998 

Contribution 

507 534 

619 003 

Bad Debts written off 

0 

0 

Balance at 30 June 2015 

2 468 535 

1 961 001 

Liquidity risk 



The municipality's risk to liquidity is a result of the funds available to cover future commitments. 

The municipality manages 

liquidity risk through an ongoing review of future commitments and credit facilities 



Interest rate risk 



As the municipality has no significant interest-bearing assets, the municipality's income and 
operating cash flows are substantially independent 



of changes in the market interest rates. 

At year end, financial instruments exposed to interest rate risk were as follows: 

2015 

2014 


R 

R 

Call deposits 

104 964 

32 348 


085 

128 

Investment deposits 


10 000 



000 

Bank balances and cash 

35 626 

60 704 


492 

154 

Development Bank of South Africa loan 

3 532 393 

3 666 382 

Maximum Interest exposure 

144122 

106 718 


970 

665 


48 5 Other price risk 


The municipality is not exposed to equity price risks arising from equity investments as the 
municipality does not trade these investments 


ITT 
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50. COMPARATIVE AND ACTUAL INFORMATION 


Description 

2014/15 

R (000) thousands 

Original 

Budget 

Virement 

Final 

Actual 

Unauthorised 

Variance 

Actual Outcome as 

Actual Outcome 


Budget 

Adjustments 


Budget 

outcome 

expenditure 


% of Final Budget 

as % of Original 










Budget 

Financial Performance 


3 220 






100% 


Property rates 

3 056 643 

438 

- 

3 220 438 

3 207 894 

- 

12 544 

105% 

Services charges - Refuse 

175 000 

195 000 

- 

195 000 

172 559 

- 

22 441 

88% 

99% 

Rental of Facilities and Equipment 

94 349 

103 350 


103 350 

116 535 


-13 185 

113% 

124% 

Interest Earned-External Investment 

2 500 000 

5 000 000 

- 

5 000 000 

7 174 895 

- 

-2 174 895 

143% 

287% 

Transfers recognised - operational 

71 820 000 

71 524 000 

. 

71 524 
000 

70 882 869 

_ 

641 131 

99% 

99% 

Other own revenue 

78 000 

78 000 

- 

78 000 

83 869 

- 

-5 869 

108% 

108% 

Profit in sale of assets 

0 

0 

- 

0 

68 529 

- 

-68 529 

100% 

100% 

Total Revenue ( excluding capital transfers and 
contributions) 

77 723 992 

80 120 788 

0 

80 120 788 

81707 150 

0 

-1 586 362 



Employee Related Costs 

12 853 543 

11 917 643 


11917 

643 

9 809 018 


2 108 624 

82% 

76% 

Remuneration of Councillors 

5 784 952 

5 784 952 

- 

5 784 952 

5 710 838 

- 

74 115 

99% 

99% 

Dept impairment 

700 000 

700 000 

- 

700 000 

507 534 

- 

192 466 

73% 

73% 





11 125 




104% 


Depreciation and asset impairment 

9 750 000 

11 125 000 


000 

11 549 706 

- 

-424 706 

118% 

Finance charges 

230 000 

125 000 

- 

125 000 

181 374 

- 

-56 374 

145% 

79% 

Contracted Services 

4 790 000 

8 128 152 

- 

8 128 152 

6 237 917 

- 

1 890 235 

77% 

130% 

Transfers and Grants 

1 000 000 

1 000 000 


1 000 000 

529 152 


470 848 

53% 

53% 

Other Expenditure 

19 814 907 

18 979 155 

- 

18 979 
155 

13 280 848 

- 

5 698 306 

70% 

67% 

Total Expenditure 

54 923 402 

57 759 902 

0 

57 759 902 

47 806 387 

0 

9 953 515 








0 



Surplus 

22 800 590 

22 360 886 

0 

22 360 886 

33 900 763 

0 

-11 539 877 



Transfers recognised - capital 

21401000 

31401000 


31 401 
000 

22 184 328 


9 216 672 

71% 

104% 

Contributions recognised - capital and 
contributed assets 










Surplus after capital transfers & contributions 
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Share of surplus of associate 

Surplus for the year 











44 201 590 

53 761886 


53 761 886 

56 085 091 

-2 323 204 



Caoital Exoenditure & funds sources 

Capital Expenditure 

Transfers recognised - capital 

Internally generated funds 

Total Sources of capital funds 

21401000 

22 639 000 

34 484 395 

17 590 131 

0 


31 401 
000 

22 639 000 

0 

19 782 792 

15 123 638 


11618 

208 

7 515 362 

Additional MIG 
grant allocation. 
N/A 

1161820788% 

751536176% 

44 040 000 

52 074 526 

0 

54 040 000 

34 906 430 

0 

19 133 570 




Cash Flows 



Net cash from (used) operating 

Net cash from (used) investing 

Net cash from (used) financing 





72 406 834 

-34 640 860 

-227 680 


0 




Cash/cash equivalents at the year end 

0 

0 

0 

0 

140 590 577 

0 

0 
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INDAKA LOCAL MUNICIPALITY 


SCHEDULE OF EXTERNAL LOANS 

as at 30 June 2015 


EXTERNAL LOANS 

Loan 

number 

Redeemable 

Date 

Balance at 30 June 

2014 

Received 

during 

the 

period 

Redeemed / 
written off during 
the period 

Interest 

Interest 

Capitalized 

Balance at 30 June 

2015 




R 

R 

R 

R 

R 

R 

ANNUITY LOAN 






181 



DBSA @ 5% 

KZN 102849 

30.09.2028 

3 666 382 


177 482 

222 

43 492 

3 532 392 

TOTAL EXTERNAL 






181 



LOANS 



3 666 382 

- 

177 482 

222 

43 492 

3 532 392 









(|| 2014/2015 Annual Report 




INDAKA LOCAL MUNICIPALITY 
APPENDIX B 

ANALYSIS OF PROPERTY PLANT AND EQUIPMENT 
as at 30 June 201S 


2014/2015 

Assets at cost 

Carrying value 

Additions 

Work in 
progress. 

Assets 

previously not 
recognised/dere 
gistered 

Disposals 

Assets at cost. 

Accumulated 

depreciation 

Disposals 

2014/2015 

Sum of Change in 
Accounting 
estimates. 
2014/2015. 

Depreciation 

2014/2015 

Sum of Closing 
Balance 

Accumulated 

Depreciation 

2014/2015 

Sum of 

Carrying Value 
2014/2015 

BUILDINGS 














Buildings 

6 323 301 

4 975 375 

75 000 

90 863 



6 489 164 

-1 347 927 



-212 441 

-1 560 368 

4 928 796 


6 323 301 

4 975 375 

75 000 

90 863 



6 489 164 

-1 347 927 



-212 441 

-1 560 368 

4 928 796 

COMMUNITY 

ASSETS 














Arts & Crafts 

2 289 912 

1 713 953 





2 289 912 

-575 959 



-76 330 

-652 

290 

1637 

622 

Cemetery 

1 367 076 

1 279 933 





1 367 076 

-87 143 



-91 

138 

178 282 

1 

188 794 

Creche 

3 635 083 

3 025 383 


41 996 



3 677 079 

-609 700 



390 

718 091 

989 

Halls 

3 850 584 

3 356 952 


41 996 



3 892 580 

-493 632 



-128 

353 

621 985 

3 

270 595 

Library 

1 006 000 

756 





1 006 000 

-268 244 



533 

301 777 

704 223 

Market Stall 

1 276 252 

1 060 703 





1 276 252 

-215 549 



542 

258 090 

018 161 

Sportsfield 

110 197 

197 


2 962 995 



3 073 192 






073 192 


13 535 105 

11 284 877 


3 046 986 



16 582 091 

-2 250 227 



-480 287 

-2 730 514 

13 851 576 

HERITAGE 

ASSET 














Heritage 




























INFRASTRUCT 

URE 














Electricity 

12 305 354 

11 836 500 


1 418 966 



13 724 319 

-468 853 



-582 

735 

-1 

051 588 

12 

672 731 

Roads 

72 001 475 

54 368 904 

13 872 823 

14 851500 



100 725 798 

-17 632 570 


802 332 

425 

663 

728 134 

Perimeter 
fencing Landfill 




1 154 
758 



1 154 758 






1 

154 758 

Stormwater 

322 004 

249 

119 





322 004 

-72 885 



-10 

733 

83 618 

238 

386 


84 628 832 

66 454 523 

13 872 823 

17 425 224 



115 926 879 

-18 174 309 


802 332 

-10 760 893 

-28 132 870 

87 794 009 

INTANGIBLE 

ASSETS 














Intangible Assets 

192 089 

134 630 

31 

750 




223 839 

-57 460 



-66 

068 

123 528 

100 311 


192 089 

134 630 

31 750 




223 839 

-57 460 



-66 068 

-123 528 

100 311 

INVESTMENT 

PROPERTY 














Investment 

Property 

343 882 

254 333 


41 996 



385 877 

-89 548 



-22 

925 

112 474 

273 404 


343 882 

254 333 


41 996 



385 877 

-89 548 



-22 925 

-112 474 

273 404 

LANDFILL SITE 

















Landfill Site 

250 000 

250 000 





250 000 






250 000 


250 000 

250 000 





250 000 






250 000 

LAND 














Vacant Land 

1 738 000 

1 738 000 





1 738 000 






1 

738 000 


1 738 000 

1 738 000 





1 738 000 






1 738 000 

LEASED 

ASSETS 











-76 

640 



Leased Assets 

886 530 

76 640 





886 530 

-809 890 



886 530 

-0 


886 530 

76 640 





886 530 

-809 890 



-76 640 

-886 530 

-0 

OTHER 

ASSETS 














Computer 

equipment 

667 012 

202 352 

237 640 



-266 

878 

637 774 

-464 659 

253 

496 

400 

-107 

736 

318 499 

319 275 

Furniture & 
Fittings 

1 354 217 

311 

420 

56 

316 



-29 

479 

1 381 054 

-1 042 797 

28 

376 

1 

533 

-135 

584 

-1 

148 472 

232 582 

Office equipment 

289 573 

106 927 

27 833 




317 407 

-182 647 



179 

218 825 

98 582 

Plant & 
equipment. 

3 539 356 

1 925 803 




-294 

298 

3 245 058 

-1 613 553 

156 

079 


-202 

509 

-1 

659 984 

1 

585 074 

Vehicles 

2 136 026 

1 095 367 




000 

1 758 026 

-1 040 659 

333 662 

6 

999 

707 

959 705 

798 321 


7 986 185 

3 641 869 

321 789 



-968 655 

7 339 319 

-4 344 316 

771 614 

8 932 

-741 715 

-4 305 485 

3 033 834 
















115 883 924 

88 810 247 

14 301 362 

20 605 069 


-968 655 

149 821 700 

-27 073 677 

771 614 

811 264 

-12 360 970 

-37 851 769 

111 969 
931 

2013/2014 

Assets at cost 

Carrying value 

Additions 

Work in 
progress. 

Assets 
previously not 
recognised/dere 
gistered 

Disposals 

Assets at cost. 

Accumulated 

depreciation 

Disposals 

2013/2014 

Sum of Change in 
Accounting 
estimates. 
2013/2014. 

Depreciation 

2013/2014 

Sum of Closing 
Balance 

Accumulated 

Depreciation 

2013/2014 

Carrying Value 
2013/2014 

BUILDINGS 














Buildings 

5 707 531 

6 854 193 

615 

770 




6 323 301 

-1 146 662 



-201 

265 

-1 

347 927 

4 

975 375 


5 707 531 

6 854 193 

615 770 




6 323 301 

-1 146 662 



-201 265 

-1 347 927 

4 975 375 

COMMUNITY 














ASSETS 














Arts & Crafts 

2 289 912 

2 789 541 





2 289 912 

-499 629 



-76 

330 

575 959 

1 

713 953 

Cemetery 

1 188 549 

1 188 
549 

178 

527 




1 367 076 




-87 

143 

87 143 

1 

279 933 

Creche 

3 635 083 

4 136 394 





3 635 083 

-501 310 



390 

609 700 

383 

Halls 

2 823 119 

3 210 367 

1027 

465 




3 850 584 

-387 248 



-106 

384 

-493 

632 

3 

356 952 

Library 

1 006 000 

1240 

710 





1 006 000 

-234 710 



-33 

533 

-268 

244 

737 756 

Market Stall 

1 276 252 

1 449 259 


110 

197 



1 276 252 

-173 007 



542 

215 549 

060 703 

Sportsfield 






110 197 






110 197 


12 218 915 

14 014 819 

1 205 992 

110 197 



13 535 105 

-1 795 905 



-454 323 

-2 250 227 

11 284 877 

HERITAGE 














ASSET 














Heritage 
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INFRASTRUCT 














URE 














Electricity 

10 755 128 

10 757 
279 

1 026 223 

524 003 



12 305 354 

-2 151 



-466 

702 

468 853 

11 

836 500 

Roads 

52 640 859 

62 611 203 

9 424 467 

9 936 148 



72 001 475 

-9 970 345 



-/ bb2 

226 

632 570 

b4 3b8 

904 

Stormwater 

322 004 

384 

155 





322 004 

-62 151 



-10 

733 

72 885 

249 119 


63 717 990 

73 752 638 

10 450 690 

10 460 152 



84 628 832 

-10 034 647 



-8 139 661 

-18 174 309 

66 454 523 

INTANGIBLE 














ASSETS 














Intangible Assets 

22 089 

34 460 

170 

000 




192 089 

-12 370 



-45 

089 

57 460 

134 630 


22 089 

34 460 

170 000 




192 089 

-12 370 



-45 089 

-57 460 

134 630 

INVESTMENT 














PROPERTY 














Investment 

Property 

343 882 

410 504 





343 882 

-66 623 



-22 

925 

89 548 

254 333 


343 882 

410 504 





343 882 

-66 623 



-22 925 

-89 548 

254 333 

LANDFILL SITE 














Landfill Site 

250 000 

250 000 





250 000 






250 000 


250 000 

250 000 





250 000 






250 000 

LAND 














Vacant Land 

1 738 000 






1 738 000 






1 

738 000 


1 738 000 






1 738 000 






1 738 000 

LEASED 

ASSETS 











-208 

258 

-809 

890 


Leased Assets 

886 530 

1 488 163 





886 530 

-601 632 



76 640 


886 530 

1 488 163 





886 530 

-601 632 



-208 258 

-809 890 

76 640 

OTHER 

ASSETS 














Computer 

equipment 

557 816 

949 706 

143 

782 



-34 

587 

667 012 

-391 890 

5 

818 

1 

233 

-79 

821 

464 659 

202 352 

Furniture & 
Fittings 

1 348 735 

2 254 099 

5 

482 




1 354 217 

-905 365 


5 

596 

-143 

029 

-1 

042 797 

311 420 

Office equipment 

284 413 

611 

5 

160 




289 573 

-146 198 



449 

182 647 

106 927 

Plant & 
equipment. 

3 539 356 

4 879 927 





3 539 356 

-1 340 571 



-272 

983 

-1 

613 553 

1 

925 803 

vehicles 

1 669 160 

2 501 007 

466 866 




2 136 026 

-831 847 



812 

040 659 

095 367 


7 399 481 

11 015 351 

621 291 



-34 587 

7 986 185 

-3 615 870 

5 818 

6 830 

-741 094 

-4 344 316 

3 641 869 
















90 546 419 

107 820 128 

13 063 743 

10 570 349 

-34 587 

115 883 924 

-17 273 709 

5 818 

6 830 

-9 812 616 

-27 073 677 

88 810 247 

2012/2013 

Assets at cost 

Carrying value 

Additions 

Work in 
progress. 

Prior period 
error. 

Disposals 

Assets at cost. 

Accumulated 

depreciation 

Disposals 

2012/2013 

Sum of Change in 
Accounting 
estimates. 
2012/2013. 

Depreciation 

2012/2013 

Sum of Closing 
Balance 

Accumulated 

Depreciation 

2012/2013 

Carrying Value 
2012/2013 

BUILDINGS 














Buildings 

5 591 040 

4 630 746 


116 

491 



5 707 531 

-960 294 



-186 

368 

-1 

146 662 

4 

560 870 
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COMMUNITY 

ASSETS 

Arts & Crafts 

Cemetery 

Creche 

Halls 

Library 

Market Stall 

Sportsfield 

HERITAGE 

ASSET 

Heritage 

INFRASTRUCT 

URE 

Electricity 

Roads 

Stormwater 

INTANGIBLE 

ASSETS 

Intangible Assets 

INVESTMENT 

PROPERTY 

Investment 

Property 

LANDFILL SITE 

Landfill Site 

LAND 

Vacant Land 

LEASED 

ASSETS 

Leased Assets 

3 1 

5 591 040 

4 630 746 


116 491 



5 707 531 

-960 294 



-186 368 

-1 146 662 

4 560 870 


2 289 912 

3 138 739 

2 823 119 

1 006 000 

1 276 252 

1 866 614 

159 230 

2 529 974 

804 823 

1 145 
787 

263 486 

1 188 549 

232 859 



2 289 912 

1 188 549 

3 635 083 

2 823 119 

1 006 000 

1 276 252 

-423 299 

-401 413 

-293 144 

-201 177 

-130 465 



-76 

330 

-99 

897 

-94 

104 

-33 

533 

-42 

542 

-499 

629 

501 310 

387 248 

234 710 

173 007 

1 

790 283 

1 

188 549 

3 

133 773 

2 

435 870 

771 290 

1 

103 245 

10 534 022 

6 506 427 

263 486 

1 421 407 



12 218 915 

-1 449 498 



-346 407 

-1 795 905 

10 423 010 

676 880 

676 880 



-676 

880 









676 880 

676 880 



-676 880 









6 033 499 

36 504 403 

322 004 

55 263 

31 132 852 

270 586 

578 029 

5 985 
167 

4 143 599 

10 151 
289 



10 755 128 

52 640 858 

322 004 

-5 371 551 

-51 418 


-2 396 286 

2151 

-2 202 
508 

-10 

733 

-2 151 

-9 

970 345 

62 151 

10 

752 976 

42 

670 514 

259 852 

42 859 906 

31 458 701 

6 563 196 

14 294 888 



63 717 990 

-5 422 969 


-2 396 286 

-2 215 393 

-10 034 647 

53 683 343 

22 089 

17 

082 





22 089 

-5 007 



-7 

363 

12 370 

9 719 

22 089 

17 082 





22 089 

-5 007 



-7 363 

-12 370 

9 719 

300 000 

253 866 

43 882 




343 882 

-46 134 



-20 

489 

66 623 

277 259 

300 000 

253 866 

43 882 




343 882 

-46 134 



-20 489 

-66 623 

277 259 

250 000 

250 000 





250 000 






250 000 

250 000 

250 000 





250 000 






250 000 





1738 

000 


1 738 000 






1 

738 000 





1 738 000 


1 738 000 






1 738 000 

886 530 

493 156 




2 

886 530 
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-393 374 

eport 


37 

687 

-245 

945 

601 632 

284 

898 



886 530 

493 156 





886 530 

-393 374 


37 687 

-245 945 

-601 632 

284 898 

OTHER 

ASSETS 














Computer 

equipment 

868 878 

240 713 

40 352 



-336 

909 

572 321 

-620 660 

315 

561 

219 

-94 

010 

-398 

890 

173 431 

Furniture & 
Fittings 

1 230 425 

605 263 




-64 

090 

1 166 335 

-730 304 

46 

159 

47 

615 

191 577 

828 107 

338 

228 

Office equipment 

428 491 

97 

198 

69 650 



-19 

558 

478 583 

-218 623 

558 

970 

601 

227 696 

250 886 

Plant & 
equipment. 

3 954 668 

2 722 064 

8 

215 



-449 

800 

3 513 083 

-1 247 638 

190 

379 

-26 836 

-245 

237 

-1 

329 332 

2 

183 751 

Vehicles 

3 087 866 

1051 

984 




-1 418 
705 

1 669 160 

-2 035 882 

1376 

702 


-172 

667 

831 847 

837 313 


9 570 328 

4 717 221 

118 216 



-2 289 062 

7 399 482 

-4 853 107 

1 948 359 

25 968 

-737 092 

-3 615 872 

3 783 610 
















70 690 795 

49 004 080 

6 988 780 

15 832 787 

1 061 120 

-2 289 062 

92 284 419 

-13 130 383 

1 948 359 

-2 332 631 

-3 759 057 

-17 273 711 

75 010 708 




NB: Annexure C and Ap F not attached due to its size 
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APPENDIX D 

SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE 

for the year ended 30 June 2015 


2014 

Actual Income 

2014 

Actual 

Expenditure 

2014 

(Surplus) / 
Deficit 


2015 

Actual Income 

2015 

Actual Expenditure 

2015 

(Surplus) / Deficit 

R 

R 

R 


R 

R 

R 

(514 000) 

9 150 224 

8 636 225 

Corporate Services 

(535 000) 

10 976 855 

10 441 855 

(3 139 000) 

8 345 178 

5 206 178 

Council & Executive. 

(3 646 000,00) 

8 576 931 

4 930 931 

(23 748 594) 

7 142 820 

(16 605 775) 

Technical Services 

(23 184 328) 

7 468 622 

(15 715 706) 

(68 939 278) 

16 121 111 

(52 818 167) 

Financial Services 

(76 526 550) 

19 147 369 

(57 379 181) 


2 342 840 

2 342 840 

Development and 
Planning 


1 637 010 

1 637 010 



- 

Internal Audit 



- 

(96 340 872) 

43 102 173 

(53 238 699) 

Less: Inter- 
Department Charges 

(103 891 878) 

47 806 787 

(56 085 091) 

(96 340 872) 

43 102 173 

(53 238 699) 

Total 

(103 891 878) 

47 806 787 

(56 085 091) 
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INDAKA LOCAL MUNICIPALITY 
APPENDIX E(l) 

APPENDIX E(l): ACTUAL VERSUS BUDGET (REVENUE AND EXPENDITURE) FOR THE YEAR ENDED 30 JUNE 2015 

Explanation of significant 



Budget 

Adjustment Budget 

Actual 

Variance 

Variance 

Variance 


2015 

2015 

2015 

2015 

2015 

greater than 10% versus Budget 


R 


R 

R 

% 


REVENUE 







Property rates 

( 3 056 643) 

( 3 220 438) 

(3 207 894) 

151 251 

-4,95% 

N/A 

Service charges 

Rental of facilities and 

(175 000) 

(195 000) 

(172 559) 

( 2 441) 

22 186 

1,39% 

N/A 

equipment 

(94 349) 

(103 350) 

(116 535) 

-23,51% 

N/A 

Interest earned - external 
investments 

(2 500 000) 

(5 000 000) 

(7 174 895) 

4 674 895 

-187,00% 

Corrected in adjustments Budget 

Government grants and 
subsidies 

(93 221 000) 

(102 925 000) 

(93 067 197) 

( 153 803) 

0,16% 

N/A 

Other income 

(78 000) 

(78 000) 

(84 269) 

6 269 

-8,04% 

N/A 

Profit on sale of assets. 



(68 529) 




Total Revenue 

{ 99 124 992) 

( 111 521 788) 

( 103 891 878) 

4 698 357 







2 108 624 


Due to vacant posts that was 

Employee related costs 

12 853 543 

11 917 643 

9 809 018 

17,69% 

budgeted and not filled. 

Remuneration of councillors 

5 784 952 

5 784 952 

5 710 838 

74 115 

192 466 

1,28% 

N/A 

Due to the high rate of non- 

Debt impairment 

Depreciation & asset 

700 000 

700 000 

507 534 

27,50% 

payment.. 

( 424 706) 

impairment 

9 750 000 

11 125 000 

11 549 706 

-3,82% 

N/A 

Under budgeted on adjustment 

( 56 374) 

Finance charges 

230 000 

125 000 

181 374 

-45,10% 

budget. 

Contracted services 

4 790 000 

8 128 152 

6 237 917 

1 890 235 

23,26% 

Over budgeted. 

Other expenditure 

20 814 907 

19 979 155 

13 810 400 

6 168 754 

30,88% 

Over budgeted. 

Total Expenditure 

54 923 402 

57 759 902 

47 806 787 

9 953 115 










NET (SURPLUS)/ DEFICIT FOR 

THE YEAR 

( 44 201 590) 

( 53 761 886) 

( 56 085 091) 

14 651 471 






INDAKA LOCAL MUNICIPALITY 

APPENDIX E (2) 

APPENDIX E(2) : ACTUAL VERSUS BUDGET (ACQUISITION OF PROPERTY, PLANT AND EQUIPMENT) FOR THE YEAR 

ENDED 30 JUNE 2015 










2015 

2015 

2015 

2015 

2015 

2015 

Explanation of 
Significant Variances 
Greater than 5% 
versus Budget 


Actual 

Under 

Construction 

Total 

Additions 

Budget 

Variance 

Varia 

nee 



R 

R 

R 

R 

R 

% 










EXECUTIVE 

AND COUNCIL 

8 991 

- 

8 991 


( 

8 991) 

100 

% 

Laptop for MM PA. 









CORPORATE 

56 316 

2 

962 995 

3 

019 310 

8 

456 642 

5 

437 332 

64% 

All project not been 
done according 
budget. 









TECHNICAL 

13 

890 805 

17 

425 224 

31 

316 029 

44 

546 358 

13 

230 329 

30% 

All projects not 
finalised on 30 June 
2015 









FINANCE 

345 249 

216 850 

562 100 

559 000 

( 

3 100) 

-1% 

N/A 










14 

301 362 

20 

605 068 

34 

906 430 

53 

562 000 

18 

655 570 






2014/2015 Annual Report 


APPENDICES 

Appendix A: Councillors, Committee allocation and Council attendance; 

Appendix B: Committee and Committee Purpose; 

Appendix C: Third Tier Administrative Structure; 

Appendix D: Functions of the Municipahty /Entity; 

Appendix E: Ward Reporting; 

Appendix F: Ward Information; 

Appendix G: Recommendations of the Municipal Audit committee; 

Appendix H: Long term Contracts and Public Private Partnership; 

Appendix I: Municipahty Entity/Service Provider Performance Schedule; 

Appendix J: Disclosure of Financial Interest; 

Appendix K: Revenue Collection Performance 
Appendix K (i): Revenue Collection Performance by Vote; 

Appendix K (ii): Revenue Collection Performance by Source; 

Appendix L: Conditional Grants Received (Excluding MIG); 

Appendix M: Capital Expenditure-New & Upgrade/ Renewal Programmes (Including MIG); 

Appendix M (i): Capital Expenditure-New Asset Programme; 

Appendix M(ii): Capital Expenditure-Upgrade/Renewal Programme; 

Appendix N: Capital Programme by Project current year; 

Appendix O: Capital Programme by Project by Ward current year; 

Appendix P: Service Connection Backlogs at Schools and Clinics; 

Appendix Q: Service Backlogs experienced by the Community where other sphere of gov. is responsible to 
provide service. 

Appendix S: Declaration of Returns not Made in due time under S71 of MFMA 
Appendix T: National and Provincial Outcome for local government. 


TT 


2014/2015 Annual Report 


COUNCILLORS, COMMITTEE ALLOCATION AND COUNCIL ATTENDANCE 


COUNCILLORS; COMMITTEE ALLOCATED AND COUNCIL ATTENDANCE 


Council Member 

Full Time/Part 
Time (FT/PT) 

Committee Allocated 

to 

Ward and/or Party 
Represented 

Number of 

Council 

meetings 

% Council 

meetings 

attended 

% apologies 
for non- 
attendance 

Cllr P.B.M Mabele 

FT 

Speaker (Ex-officio) 

PR 

NFP 

13 

100 


Cllr ZV Mabele 

PT 

Technical and 

Planning & MPAC 

1 

ANC 

13 

100 

- 

Cllr S.J. Twala 

PT 

Corporate Service 

2 

NFP 

13 

92 


Cllr MR Zwane 

PT 

Finance 

PR 

NFP 

01 

100 


Cllr N.B. Mchunu 

FT 

Exco & Finance 

3 

NFP 

13 

92 

- 

Cllr MB Mbhele 

PT 

Community Services 

4 

ANC 

12 

92 


Cllr MA Kheswa 

PT 

Finance & MPAC 

PR 

NFP 

13 

92 

- 

Cllr ME Mbatha 

PT 

Community Services 

5 

ANC 

13 

92 

- 

Cllr S.M. Banda 

PT 

Corporate Service 

PR 

ANC 

13 

92 


Cllr T.B. Njapha 

FT 

Exco & Technical and 
Planning 

PR 

ANC 

13 

92 

- 

Cllr S. Zikalala 

PT 

Technical and 

Planning 

6 

NFP 

13 

100 

- 

Cllr S.N. Mvelase 

PT 

Technical and 

Planning 

PR 

IFP 

13 

100 

- 

Cllr N.C. Mbhele 

PT 

Corporate Service 

7 

IFP 

13 

92 


Cllr P.M. Nzuza 

PT 

Exco & Corporate 
Service 

PR 

IFP 

13 

92 


Cllr B.C. Majola 

PT 

Technical and 

Planning & MPAC 

8 

IFP 

13 

100 

- 

Cllr N.L. Zikalala 

PT 

Community Services 

PR 

ANC 

13 

100 

- 

Cllr H.L. Madonsela 

PT 

Community Services 

PR 

NFP 

13 

62 

- 

Cllr M. Madondo 

PT 

Corporate Service & 
MPAC 

9 

IFP 

13 

100 


Cllr M. Ngubane 

PT 

Exco & Community 
Services 

10 

IFP 

13 

100 

- 

Cllr S. Simelane 

PT 

Finance 

PR 

IFP 

13 

100 


Cllr. T.B.M Shezi 

PT 

Finance 

PR 

ANC 

13 

100 



APPENDIX B: COMMITTEES AND PURPORSES 


COMMITTEES (OTHER THAN EXCO) AND PURPORSES 

Municipal Committee 

Purpose of Committee 

Finance Committee 

Financial services 

Technical and Planning 

Technical and planning affairs 

Corporate Services 

Corporate and Human resources affairs 

Community Services 

Community related services 

Municipal Public Accounts Committee (MPAC) 

Oversee the operation of public accounts 

Audit Committee 

Perform functions as per MFMA section 166 
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APPENDIX C: Third Tier Administrative Structure 



Post not budgeted 


ANNEXURE “A” 

MUNICIPAL MANAGER’S OFFICE 


o Post budgeted 

O IKKiyiMM.® 


Director Planning and 
Technical Services 
S.L Hlongwane 


IDP / PMS Manager 
Vacant 


IDP / PMS Officer 
J.B Madondo 


Admin. Support IDP / PMS 
Vacant 


Mayor’s Bodyguards 

1. M.B Cebekhulu 

2. S.E Hlatshwayo 


Internal Audit 
(outsourced) 


Executive Secretary 

Executive Secretary 

Office Bearers 

Municipal Manager 

S.R.C Mbhele 

Z.S Hlatshwayo 
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not budgeted 



budgeted 


ANNEXURE “B” 

CORPORATE AND COMMUNITY SERVICES DEPARTMENT 


DIRECTOR: CORPORATE AND COMMUNITY SERVICES 
O.S Mnguni 
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not budgeted 


ANNEXURE “C” 

FINANCE SERVICES DEPARTMENT 



budgeted 


CHIEF FINANCE OFFICER 
M.I Mbona 



P.A. - CFO 
N.F.S Ndolo 
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Post not budgeted 
Post budgeted 


ANNEXURE “D” 

PLANNING AND TECHNICALSERVICES DEPARTMENT 



Administrator 



PMU Technician 
M.B Zwane 




General Assisstant 


General Assistant 


General Assistant 


S.O Zondo 


N.J Hlatshwavo 


J.M Khumalo 
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General Assistant 
B.G.H Mbatha 


General Assistant 
T.M Radebe 
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Please Note: At the moment the Planning function is outsourced and therefore reporting direct to the Director Planning and Technical Services. 
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APPENDIX D: FUNCTIONS OF MUNICIPALITY 


Municipal Functions as per Schedules 4 Part B & 5 Part B of MSA 

Municipal Functions 

Function 

Function 


Applicable to 

performed by 


Municipality 

Indaka 


(Yes/No) 

(Yes/No) 

Air pollution 

Yes 

No 

Building regulations 

Yes 

Yes 

Child care facilities 

Yes 

Yes 

Electricity and gas reticulation 

Yes 

No 

Fire-fighting services 

Yes 

No 

Local tourism 

Yes 

No 

Municipal airports 

Yes 

No 

Municipal planning 

Yes 

Yes 

Municipal health services 

Yes 

No 

Municipal public transport 

Yes 

Yes 

Municipal public works 

Yes 

No 

Pontoons, ferries, jetties, piers and harbours 

Yes 

No 

Storm water management system in built-up areas 

Yes 

Yes 

Trading regulations 

Yes 

Yes 

Water and sanitation services 

Yes 

No 

Beaches and amusement facilities 

Yes 

No 

Billboards and the display of advertisements in public places 

Yes 

No 

Cemeteries, funeral parlours and crematoria 

Yes 

Yes 

Cleansing 

Yes 

No 

Control of public nuisance 

Yes 

No 

Control of undertaking the sell liquor to the public 

Yes 

No 

Facilities for the accommodation, care and burial of animals 

Yes 

No 

Fencing and fences 

Yes 

Yes 

Licensing of dogs 

Yes 

No 

Licensing and control of undertakings that sell food to the public 

Yes 

No 

Local amenities 

Yes 

No 

Local sport facilities 

Yes 

Yes 

Markets 

Yes 

Yes 

Municipal abattoirs 

Yes 

No 

Municipal parks and recreation 

Yes 

Yes 

Municipal roads 

Yes 

Yes 

Noise pollution 

Yes 

No 

Pounds 

Yes 

No 

Public places 

Yes 

No 

Refuse removal, refuse dumps and solid waste disposal 

Yes 

Yes 

Street trading 

Yes 

Yes 

Street lighting 

Yes 

Yes 

Traffic and parking 

Yes 

No 
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APPENDIX E: WARD REPORTING 


WARD ONE 
Ward Cllr: ZV Mabele 

Remarks: The ward committee is deemed not functional because the Chairperson not chairing the meeting as required by Structures Act 


SURNAME 

NAME 

ID NO 

SECTOR 

No. of Sectoral Reports 

Remarks 

Target 

Actual 

Buthelezi 

Duduzile 

660412 0327 088 

Women 

09 

9 

Good 

Khumalo 

Gretta 

410102 0221 083 

Religion 

09 

7 

Good 

Khuzwayo 

Nokuphila 

810909 0628 083 

Social Welfare 

09 

8 

Good 

Manyoni 

Muziwakhe 

670707 5863 088 

Education 

09 

9 

Good 

Mtshali 

Mthokozisi 

870304 6054 087 

Remote & Neglected 

09 

8 

Good 

Ntuli 

Sabalele 

520103 0721 087 

Business 

09 

6 

Fair 

Sibeko 

Nomsa 

650806 0464 084 

Traditional 

09 

9 

Good 

Sithole 

Mthokozisi 

620526 5674 084 

Public Transport 

09 

5 

Fair 

Thwala 

Sithembile 

860314 0861 086 

Youth & Sport 

09 

9 

Good 

Zwane 

Themba 

620202 5843 083 

Safety & Security 

09 

8 

Good 


WARD TWO 
Ward Cllr: SJ Twala 

Remarks: The ward committee was declared functional in last two quarters of the year as they are conducting monthly meetings along with their chairperson and also submit 
their reports. 


Surname 

Name 

Id no 

Sector 

No. of Sectoral Reports 

Remarks 

Target 

Actual 

Gwala 

Slindile 

810606 1922 081 

Women 

09 

9 

Good 

Khanyi 

Siphiwe 

350501 5159 085 

Traditional 

09 

9 

Good 

Mbatha 

Winnus 

810803 5181 083 

LED 

09 

9 

Good 

Mncwangi 

Ntombifuthi 

720830 0483 084 

Social Welfare 

09 

9 

Good 

Mkhize 

Thandeka 

870921 0564 082 

Health 

09 

9 

Good 

Ndlovu 

Nomasonto 

821213 1117 080 

Religion 

09 

9 

Good 

Sithole 

Nompilo 

870215 0574 088 

Disability 

09 

9 

Good 

Mbense 

Dumisane 

830630 5427 083 

Youth & Sports 

09 

8 

Good 

Zondi 

Hlophe 

650416 0789 082 

Education 

09 

9 

Good 

Zondo 

Lucky 


Business 

05 

5 

Good 


WARD THREE 
Ward Cllr: N.B. Mchunu 


Page 0 
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Remarks: The ward committee was declared functional (April- June) as they are conducting monthly meetings along with their chairperson and also submit their report. 


Surname 

Name 

Id no 

Sector 

No. of Sectoral Reports 

Remarks 

Target 

Actual 

Mbuyisa 

Sanelisiwe 

820528 1140 084 

Youth & Sport 

09 

9 

Good 

Qwabe 

Musa 

770424 5304 084 

Transport 

09 

8 

Good ( Passed Away) 

Ngema 

Gugu 

561106 5787 086 

Small Business 

09 

3 

Poor ( Replaced) 

Nkomzwayo 

Nokuphila 

680810 0566 082 

Traditional 

09 

7 

Good 

Buthelezi 

Ntombizethu 

600108 0821 087 

Health 

09 

7 

Good 

Ndlovu 

Wilfred 

470117 5495 083 

Religion 

09 

9 

Good 

Ntshingila 

Patric 

400129 5323 087 

Syndicate 

09 

7 

Good 

Mhlongo 

Ningi 

780919 0935 087 

Education 

09 

7 

Good 

Sthole 

Thandekile 

640929 0691 085 

Women 

09 

7 

Good 

Nkabinde 

Doris 


Neglected 

04 

4 

Good 


WARD FOUR 

Ward Cllr: SV Ndlovu (Resigned during the financial year) 

Remarks: The ward committee was declared functional (April-June 2014) as they convening their meeting and Speaker assisted in ward 4 hy conducting community meetings 


Surname 

Name 

Id no 

sector 

No. of Sectoral Reports 

Remarks 

Target 

Actual 

Mhlongo 

Prophet 

670201 5609 089 

Agriculture 

09 

8 

Good 

Sithole 

Thabani 

641022 5332 084 

Religion 

09 

8 

Good 

Mtshali 

Ntombizinhle 

780524 0878 087 

Transport 

09 

7 

Good 

Kunene 

Nomathalente 

841115 0291 087 

Youth & Sport 

09 

8 

Good 

Nsele 

Nonhlanhla 

870723 1210 081 

Education 

09 

7 

Good 

Magubane 

Nelisiwe 

650815 0443 089 

Women 

09 

7 

Good 

Xulu 

Vusi 

710313 0358 089 

L.E.D 

09 

7 

Good 

Khumalo 

Siyanda 

900328 5715 087 

Safety & Security 

09 

7 

Good 

Xaba 

Mkhulekelwa 

520108 5248 085 

Health & Disability 

09 

7 

Good 

Ndlovu 

Themba 


Health 

05 

5 

Good 


WARD FIVE 

WARD CLLR: M.E. Mhatha 

Remarks: The ward committee is deemed not functional because they failed to convened ward committee meetings 
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Surname 

Name 

Id no 

Sector 

No. of Sectoral Reports 

Remarks 

Target 

Actual 

Mlanzi 

Ntombizodwa 

620602 0393 085 

Health & Disability 

09 

6 

Good 

Kheswa 

Stella 

590923 0796 085 

Religion 

09 

4 

Fair 

Mweli 

Musa 

800420 5631 082 

LED 

09 

5 

Good 

Sithole 

Wadi 

900501 5354 087 

Youth 

09 

6 

Good 

Sikhulumi 

Golden 

740518 5422 080 

Sports 

09 

9 

Good 

Khumalo 

Phumlani 

840913 5428 089 

Education 

09 

7 

Good 

Ngubane 

Tholakele 

710809 0404 082 

Safety & Security 

09 

9 

Good 

Femela 

Hazel 

630201 0705 089 

Women 

09 

9 

Good 

Mbongwa 

Nomusa 

691106 0710 086 

Social Welfare 

09 

5 

Good 

Mndaweni 

Lethukuthula 

820215 5770 088 

Business 

09 

6 

Good 


WARD SIX 

WARD CLLR: Cllr SJ Zikalala 


Remarks: The ward committee is deemed not functional because they failed to convened 3 ward committee meetings per quarter 


Surname 

Name 

Id no 

Sector 

No. of Sectoral Reports 

Remarks 

Target 

Actual 


Mthembu 

Hlalisile 

811025 0304 085 

Agriculture 

09 

6 

Good 

Hudla 

Nompumelelo 

740604 0745 087 

Women 

09 

6 

Good 

Hlatshwayo 

Nelisiwe 

830524 0828 082 

Social Welfare 

09 

6 

Good 

Ngwenya 

Senzo 

870705 6195 086 

Education 

09 

6 

Good 

Shabalala 

Menzi 

770522 5237 087 

Youth & Sport 

09 

6 

Good 

Mbhele 

Sibongiseni 

750706 6084 085 

Religious 

09 

6 

Good 

Vilakazi 

Bheki 

791127 5985 084 

Transport 

09 

8 

Good 

Thabede 

Xolile 

671117 0432 088 

Health & Disability 

09 

4 

Poor 

Ngcobo 

Mlanjeni 

800602 5605 089 

Neglected 

09 

6 

Good 

Mabaso 

Victor 

611028 5635 083 

Traditional 

09 

6 

Good 


WARD 7 

WARD CLLR: Cllr NG MBHELE 

Remarks: The ward committee was declare functional (April- June 2014) as they attending meeting along with their chairperson and they also submit their report 
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Surname 

Name 

Id no 

Sector 

No. of Sectoral Reports 

Remarks 


Target 

Actual 

Ngidi 

Zakhele 

650912 5634 083 

Health & Disability 

09 

7 

Good 

Madondo 

Mthembeni 

760415 5516 083 

Social Welfare 

09 

6 

Good 

Mweli 

Nhlanhla 

710416 5752 083 

LED 

09 

7 

Good 

Mjiyakho 

KhanyisUe 

670416 0718 087 

Business 

09 

6 

Good 

Ngobese 

Mvumeleni 

821210 5567 083 

Safety & Security 

09 

5 

Good 

Mbhele 

Mbekezeli 

800616 7010 080 

Youth & Sport 

09 

6 

Good 

Sithole 

Lalelani 

741125 0480 086 

Women 

09 

7 

Good 

Madondo 

Zithathe 

641027 7548 08 6 

Traditional 

09 

7 

Good 

Khumalo 

Sanelisiwe 

750329 0255 088 

Education 

09 

1 

Poor 

Mbatha 

Nonhlanhla 

720512 0559 081 

Religion 

09 

6 

Good 


WARD EIGHT 

WARD CLLR: Cllr BC Majola 

Remarks: The ward committee was declare functional (April-June 2014)as they attending meeting along with their chairperson and they also submit their report 



Surname 

Name 

Id no 

Sector 

No. of Sectoral Reports 

Remarks 


Target 

Actual 

Zwane 

Dumisa 

870324 4565 080 

Traditional 

09 

6 

Good 

Zwane 

Celumusa 

820629 5481 084 

Health & Disability 

09 

6 

Good 

Shabalala 

Musawenkosi 

720913 5358 083 

Religion 

09 

6 

Good 

Mgaga 

Nkosingiphile 

660417 5334 088 

Transports 

09 

6 

Good 

Duze 

Philile 

900717 1070 086 

Youth & Sports 

09 

6 

Good 

Mdluli 

Falakhe 

801213 5553 086 

Education 

09 

6 

Good 

Dlangalala 

Philisiwe 

820824 1283 085 

Safety & Security 

09 

6 

Good 

Masango 

Duduzile 

640510 0627 087 

Women 

09 

6 

Good 

Hadebe 

Gqabhazile 

870511 0619083 

Business 

09 

6 

Good 

Mvelase 

Vutha 

701108 5484 087 

Neglected 

09 

6 

Good 


WARD NINE 

WARD CLLR: Cllr M Madondo 

Remarks: The ward committee was declare functional (April-June2014) as they attending meeting and they also submit their report 



Surname 

Name 

Id no sector 

No. of Sectoral Reports 

Remarks 
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Target 

Actual 



Sithebe 

Mduduzi 

660804 5485 087 

Health & Disability 

09 

6 

Good 

Zwane 

Mandleliso 

400208 5208 082 

Traditional 

09 

6 

Good 

Tambane 

Lindiwe 

680913 0978 081 

Transports 

09 

6 

Good 

Ngqulunga 

Fakani 

790720 5629 081 

Youtb & Sports 

09 

6 

Good 

Kbumalo 

Siyabonga 

870211 5807 086 

Education 

09 

6 

Good 

Sitbole 

Salapbi 

780315 1086 089 

Social Welfare 

09 

6 

Good 

Ngubane 

Yvonne 

660412 0529 089 

Women 

09 

6 

Good 

Mbuli 

Victor 

560802 5787 081 

Safety & Security 

09 

6 

Good 

Sitbole 

Badidile 

850802 0552 083 

LED 

09 

6 

Good 


WARD TEN 

WARD CLLR: Cllr M. Ngubane 

Remarks: Tbe ward committee is deemed not functional because they failed to convened ward committee meetings 



Surname 

Name 

Id no 

Sector 

No. of Sectoral Reports 

Submitted 

Remarks 


Target 

Actual 

Mdlolo 

Vikimpi 

780707 5922 089 

Religion 

09 

6 

Good 

Cbonco 

S if undo 

860128 5677 081 

Business 

09 

6 

Good 

Zwane 

Bbazuka 

750606 1968 086 

Neglected 

09 

6 

Good 

Madondo 

Sayinile 

720914 0583 089 

Health & Disability 

09 

4 

Poor 

Mvelase 

Sbaka 

600211 5731 085 

Transport 

09 

6 

Good 

Kbumalo 

Mduduzi 

850914 5345 080 

Youth & Sports 

09 

6 

Good 

Mbatba 

Bonakele 

760315 1058 082 

Women 

09 

6 

Good 

Dlamini 

Capbius 

820115 6338 085 

LED 

09 

6 

Good 

Mncube 

Tbandokuble 

841209 1090083 

Social Welfare 

09 

6 

Good 


CHANGES 

1. Gugu Ngema was replaced by Petros Mbbense ID No 561106 5787 086 be is under Small Business Sector 

2. Musa Qwabe Passed Away In April 2015, He is not yet replaced 
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APPENDIX F: WARD INFORMATION 


Ward Title: Ward Name (Number) Capital Projects: 

Seven Largest in Year 0 (Full List at Appendix P) 

No. 

Project Name and detail 

Start Date 

End Date 

Total Value 

1. 

Erecting and commissioning of 4 high 
mast lights in Waaihoek ward 6 

May 2015 

July 2015 

R1 325 000.00 

2. 

Erecting and commissioning of 5 high 
mast lights in Uitval 

May 2013 

30 June 2015 

R1 200 000.00 

3. 

Construction of 3.4km asphalt road in 
ward 5 

6 June 2014 

3T‘ July 2015 

R7 280 000.00 

4. 

Construction of 5km asphalt and storm 
water drainage in ward 2 Uitval 

8 December 2014 

03 July 2015 

R8 222 000.00 

5. 

Construction of 3.1km gravel road in 
ward 8 Obhukwini 

9 December 2014 

12 April 2015 

R 2 925 000.00 

6. 

Construction of 9.2km gravel road in 
ward 10 Emanseleni 

20 January 2014 

15 May 2015 

R13 948 283.00 

7. 

Construction of 3km gravel road in 
ward 9 Emabhasini to Mjindini 

8 December 2014 

08 April 2015 

R3 234 075.00 

8. 

Construction of multi-purpose centre 
in ward 4 

5 May 2015 

30 November 2015 

R5 996 642.00 


Basic Service Provision 

Detail 

Water 

Sanitation 

Electricity 

Refuse 

Removal 

Inside the 
yard 

Inside 

household 

Number of households with 
minimum basic services 

9,121 

2,119 

9,357 

11,654 

2,683 

Number of households 
without minimum basic 
services 

10,911 

17,913 

10675 

8,378 

17,349 

Total number of households 

20,032 

20,032 

20,032 

20,032 

20,032 

Source: 2011 Census 


Top Four Service Delivery Priorities for Ward (Highest Priority First) 

Ward 

Priority Name and Detail 

Progress During Year 0 

1. 

Water 

1992 

Sanitation 

2 052 

Electricity 

1 286 

Roads and storm water 

7,1km 

2. 

Water 

2 222 

Sanitation 

2 237 

Road and Storm water 

10,6km 

Community/Sports facilities 


3. 

Water 

1698 

Sanitation 

2014 

Electricity 

1303 

Roads and storm water 

16km 

4. 

Water 

2092 

Sanitation 

2114 

Electricity 

1550 

Roads and storm water 

7,2km 

5. 

Water 

2127 

Roads and storm water 

6,5km 

Community/Sports facilities 
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Waste collection 


6. 

Water 

1181 

Sanitation 

1078 

Electricity 

794 

Roads and storm water 

2,4km 

7. 

Water 

494 

Sanitation 

1148 

Electricity 

332 

Roads and storm water 

6,2km 

8. 

Water 

175 

Sanitation 

662 

Electricity 

45 

Roads and storm water 

11,1km 

9. 

Water 

366 

Sanitation 

1459 

Electricity 

678 

Roads and storm water 

3km 

10. 

Water 

1354 

Roads and storm water 

9,2km 

Eiousing and land 


Local Economic Development 


Source: 2014/2015 IDP and 2011 Census 
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APPENDIX G; RECOMMENDATIONS OE THE AUDIT COMMITTEE 

PERFORMANCE AND AUDIT COMMITTEE REPORT TO THE COUNCIL OF INDAKA 

MUNICIPALITY 

The Performance and audit committee of Indaka Municipality has pleasure in submitting this report to 
Council of Indaka Municipality. This report is submitted in terms of the provisions of sections 121 (3) 
0, 166(2) (b) and 166(2) (c) of the Municipal Finance Management Act of 2003 (“the MFMA”) and 
covers the financial year from 1 July 2014 to 30 June 2015. 

MEMBERS 

The following persons served as members of the Performance and Audit Committee for the year 
under review. 

Mr. S Majola-Chairperson 
Ms. N Mchunu 
Mr. A Jordan 
Mr. Mbatha (deceased) 

OVERVIEW OF ACTIVITIES 

The performance and audit committee had 4 formal meetings during the period covered in this report. 
The committee has therefore complied with the provisions of section 166(4) (b) of the MFMA which 
requires the Audit Committee to meet at least four times. 

Attendance at these meetings was as follows: 



27 Aug 2014 

10 Sep 2014 

10 Feb 2015 

27 May 2015 

S Majola 

Attended 

Attended 

Attended 

Attended 

N Mchunu 

Attended 

Attended 

Attended 

Attended 

A Jordan 

Attended 

Attended 

Attended 

Attended 

Mbatha 

Attended 

Apology 

# 

# 


# - Unfortunately towards the end of 2014, one of the members of the audit committee, Mr Mbatha, 
passed away due to illness. 


The following are standing invitees to Performance and Audit Committee meetings: 

Representative from Office of the Auditor-General (OA-G) 

Municipal Manager (MM) 

Chief Financial Officer (CFO) 

Director / Manager Internal Audit Service Provider 

Representatives from Provincial Treasury and COGTA 

MPAC Chairperson Indaka Municipality 

The following matters were dealt with at the meetings: 

• Risk management controls implemented by the management were assessed 

• The Internal audit plan for 2014/15 financial year was considered and approved; 

• In some of the meetings, internal audit reports were tabled, discussed and approved; 

• Attention was given to Council’s Performance Management System. 
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• Implementation of the action plan to address the Auditor-General’s (A-G) issues 
raised in the 2013/14 financial report was monitored by the committee 

• A-G report for the year ended 30 June 2015, was received and considered; 

• Quarterly Dashboard Report from the Auditor-General’s office was considered. 

• Review of the Internal audit charter and audit committee charter; 

• Review of the Annual Financial Statements for the year ended 30 June 2015. 

• Review of the status of compliance with the Legislative Framework 

• Review of the Risk Management policy and framework. 

• Various other duties in line with S166 of the MFMA guided by Treasury Circular 65. 

REPORT 

RISK MANAGEMENT 

Provincial Treasury department assisted the municipality in compiling a risk register. Management 
updated this register on a quarterly basis up until the end of the first quarter but after that this register 
was never updated. We recommend that management should review and update this risk register on 
a quarterly basis. 

INTERNAL AUDIT 

In executing its statutory duties as contained in section 166(2)(a) of the MFMA as well as its mandate 
as set out in the Audit Charter, the Audit committee relies on the work done by internal audit which 
has been outsourced to Bonakude Consulting. 

In order to be able to rely on the work performed by internal audit, the audit committee has to satisfy 
itself on the quality and scope of work performed by internal audit that it is sufficient to be able to 
place necessary reliance thereon. Internal audit compiled an Internal Audit plan which was informed 
by the risk identification process which involved management. This Audit plan was reviewed and 
approved by the committee. 

ANNUAL REPORT FOR JUNE 2014-15 

The annual report was reviewed by the Internal Auditors in accordance with S 121 of the MFMA, S 46 
of the Municipal Systems Act and Circular 63 of the MFMA. Inputs were also made by the committee 
to improve the quality of this report. The committee was assured by management that these inputs 
were taken into account before finalization of the Annual Report. 

RECORD KEEPING 

There were a number of instances where records were requested for audit by the internal auditors 
and these were not submitted to them in time and others were never submitted to them at all. This led 
to limitation of scope. This applies to both financial and performance management. This issue was 
also raised by the A-G in their final management letter. Improvements recommended to address this 
issue are: 

• Keep a register of all critical records which will also record their movements 

• Assign a person within the municipality who will be responsible for records 
management 

• Continued reviews by heads of departments to ensure that all records in their 
departments are safely kept 
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FINANCIAL MANAGEMENT 

Monthly financial reports were submitted to Provincial and National Treasuries by management. 
There has been improvement in this area and we are hoping that management will continue with their 
commitment to ensure that this improvement continues. Our main concern in this area is the 
increasing number of debtors’ book. This is caused mainly by billing customers who are unable to pay 
and also poor collection methods. We recommend that: 

• A new valuation roll be compiled 

• Indigent policy should be updated 

• Indigent register should also be updated with the changes on the updated indigent 
policy 

• Improve the collection of outstanding debt 

REVIEW OF THE INTERIM FINANCIAL STATEMENTS 

Section 166 of the MFMA requires the audit committee to “review the annual financial statements 
(AFS) to provide the council of the municipality with an authoritative and credible view of the financial 
position of the municipality, its efficiency and effectiveness and its overall level of compliance with this 
act, Generally Recognised Accounting Practices (GRAP), the annual Division of Revenue Act (DORA) 
and any other applicable legislation”. For these purposes, the audit committee relies on the work 
performed by Internal Audit and the Auditor- General during its audit of the financial statements of the 
municipality. The committee reviewed the AFS and recommended a number of changes which 
management made an undertaking to update the AFS with those changes before submission to the 
OA-G. Our concerns in this are that material changes were made by management after the AFS had 
been audited by the OA-G and we recommend that: 

• Monthly reconciliations on the major accounts be undertaken 

• Interim Financial Statements should be compile and audited by Internal Audit 

• All the issues that were raised by the OA-G must be addressed by the end of March 
2016 


PERFORMANCE MANAGEMENT 

The committee has many concerns in this area and these include 

• The fact performance assessments of senior managers for Mid-term and year-end for 
2014-15 were not undertaken in compliance with the MSA 

• Portfolio of evidence files did not have records supporting the performance reported 

• Inability to achieve the targets made at the beginning of the financial year. This is also 
evidenced by the Unspent grants at the end of the financial year. This has negative 
results on the service delivery to the community. 

• Unspent conditional grants 

In general there seems to be lack of commitment to the PMS at the municipality. There is no clear 
framework being followed. COGTA was requested to assist with this process however the overall 
responsibility still lies with the municipality. We recommend that: 

• A formal framework should be compiled and adopted by council 

• The accounting officer should ensure compliance with this framework on a monthly 
basis 

• A formal plan with dates for the assessment of senior managers should be compiled 
and complied with 
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CLEAN AUDIT OPINION 


In order for our municipality to achieve a clean audit opinion, we need to do the following: 

• There must be stability in both political and administrative leadership of tbe 
municipality 

• Political leadership should play their oversight role 

• Critical vacant positions should be filled with competent personnel 

• Management should address all the issues raised by OA-G in their 2014-15 audit 
report and issues raised by the internal auditors 

• Monthly reconciliations of the financial records should be compiled by the finance 
staff and reviewed by the chief financial officer. 

• Management should improve the collection of amounts owed by debtors 

CONCLUSION 

The implementation and maintenance of proper systems of internal controls, risk management, the 
prevention of fraud and errors, safeguarding of the assets of the municipality and compliance with 
relevant laws and regulations, are the responsibility of Council. The role of the audit committee is to 
monitor the efficiency of the procedures and mechanism which Council has put in place in order to 
ensure that its policies and procedures are adhered to. 

The committee notes the improvements made by the municipality in improving internal controls, we 
need to continue implementing these improvements to ensure that there is improvement in project 
management, performance reporting as well as record keeping. We must ensure that the financial 
resources allocated for projects are utilized adequately to improve the lives of the community. 

To this end the Committee pledges its support which goes beyond its duties charged per S166 of the 
MFMA, and commits to being a crucial part of the change management process at the municipality. 


Yours faithfully 
S Majola 

On behalf of the PERFORMANCE AND AUDIT COMMITTEE 
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APPENDIX H; LONG TERM CONTRACTS AND PUBLIC PRIVATE PARTNERSHIPS 


Long Term Contracts (20 Lar 

gest Contracts Entered into during Year 0 


Name of Service 
Provider (Entity or 
Municipal 

Department) 

Description of 
Services Rendered 
by the Service 
Provider 

Start 

Date of 
Contract 

End Date of 
Contract 

Project 

Manager 

Contract 

Value 

n/a 


Public Private Partnerships Entered into during Year 0 


Name and 

Name of partner(s) 

Initiation 

Termination 

Project 

Contract 

description of the 
project 


Date 

Date 

Manager 

Value 


n/a 
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APPENDIX I: PERFORMANCE OF EXTERNAL SERVICE PROVIDERS 

PERFORMANCE OF EXTERNAL SERVICE PROVIDERS 

The monitoring of the service provider performance is ensured through the signing of the Service Level 
Agreement. It is currently being done hy user department levels. The end user department is providing monthly 
reports to the SCM unit as well. Service providers who fail to perform are reported to SCM and the necessary 
action is taken including the termination of the contract or cancellation of an order. 


The following are the service providers engaged in each business unit during the 2014/2015 financial year. 


Assessment of External Service Providers 

Name 

Service 
provided in 
terms of signed 
SLA 

Perfo 

rman 

ce 

Targe 

t/ 

Time- 

frame 

s 

Assessment 
of Service 
Provider’s 
Performance 
(Good, Fair, 
Poor) 

PoE and Corrective 
measure in case of 
underperformance 

Service 

Provider’s 
assertion to the 

assessment 

(Agreed/Not 

Agreed) 

Indwe Risk 
Management 

Insuring 
municipal assets 

3 

month 

s 

contra 

ct 

Good 

n/a 


ITNA 

ICT 


Good 

n/a 


MUNSOFT 

Financial System 


Good 

n/a 


Sizowakha 

Security 

Security Services 

36 

month 

s 

Fair 

Strengthening their 
controls in terms of 
searching of people 
in and outside the 
municipal premises. 
And also ensuring 
that the service 
facilities are as 
outlined in the MOU 
signed with the 
municipality. 


Xerox (Pty) 
Ltd 

Printing/Photost 
at services 

60 

month 

s 

Fair 

n/a 


Bonakude 

Consulting 

Internal Auditing 

36 

month 

s 

Good 

n/a 


MMK 

Consulting 

Julius 

Mkhize 

031 765 

7752 

Consultants for 
Uitval Road 

Contr 
act is 
linked 
to the 
projec 
t 

Good 

n/a 


DLV 

Consulting 

Consultants for 
Waaihoek 
Highmast, Multi- 

Contr 

act is 
linked 

Good 

n/a 
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Thabani 

Xaba 

Purpose Sport 
Centre 

to the 
projec 
t 




Mablabla 

Consulting 

Mandisa 

Myaka 

035 

Consultants for 
Ekuvukeni Road, 
Obbukwini Road 
and Emanseleni 
Road 

Contr 

act is 
linked 
to the 
projec 
t 

Good 

n/a 


Dartingo 
Consulting 
Sam Ntuli 

Consultants for 
Emjindini to 
Emabbasini Road 

Contr 

act is 
linked 
to the 
projec 
t 

Good 

n/a 


e-plan 

Erbard 

Consultants for 
LUMS and 

Housing Sector 

Plan 

6 

month 

s 

Good 

n/a 


Siblengekile 

Hlengiwe 

Ndlovu 

Provision of 
refuse removal at 
Uitval, Ekuvukeni 
and Waaihoek. 

12 

month 

s 

Good 

n/a 


Veez Micro 
Enterprise 
Dean 

Mealody 

Erection and 
commissioning of 

5 high mast lights 
in Uitval ward 2 

5 

month 

s 

Poor 

Failed to complete 
the 5 high mast lights 
at Uitval on time. 


Gold Rod 

Erection and 
commissioning of 

5 high mast lights 
in Waaihoek 
ward 6 

1 

month 

Fair 

n/a 


Sikoti 

Investment 

Jabulani 

Gcabashe 

034 

-Construction of 
Ekuvukeni Tar 
Road in ward 5; 

- Construction of 
sports field in 
ward 1 

6 

Month 

s 

Good 

n/a 


Bee and Tee 
Mr Mtsbali 

Construction of 
Emanseleni 

Access Road 
ward 10 

6 

Month 

s 

Excellent 

n/a 


River Queen 
Mr Sitbebe 

Construction of 
Emabbasini to 
Mjindini road in 
ward 9 

6 

Month 

s 

Good 

n/a 


Velakancane 
Construction 
Mr Vela 
Mtbetbwa 

Construction of 
Obbukwini road 
in ward 8 

4 

Month 

s 

Fair 

n/a 


KPA Civils 

Mr C Pauwel 
Oil 

Construction of 
Multi-purpose 
sports centre in 
ward 4 

8 

Week 

s 

Good 

n/a 


Mavezamahl 

e 

Maintenance of 
1,1km of roads in 
ward 1 and 2 

2 

Month 

s 

Fair 

n/a 
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Ekene 

Maintenance of 
6,4km of roads in 
ward 3 

2 

Month 

s 

Good 

n/a 


Bezwangend 

aba 

Maintenance of 
7,3km of roads in 
ward 5, 6,7 

2 

Month 

s 

Fair 

n/a 


Zibula 

Ngethokazi 

Maintenance of 
7km of roads in 
ward 8,9 and 10 

2 

Month 

s 

Fair 

n/a 


Aerocon 

Development of 
Disaster 

Management Plan 

9 

month 

s 

Good 

n/a 


E-Plan 

IDP Review 


Good 

n/a 
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APPENDIX J: DISCLOSURE OE EINANCIAL INTERESTS 


Disclosure of financial interests 

Period 1 July 2014-30 June 2015 

Position 

Name 

Description of financial interest 
(Nil or details) 

Mayor 

Cllr N.B. Mchunu 

Nil 

Deputy Mayor 

Cllr T.B. Njapha 

Nil 

Exco Members 

Cllr P.M. Nzuza 

Nil 

Cllr M. Ngubane 

Nil 

Speaker 

Cllr P.B.M Mabele 

Nil 

Councillors 


Cllr MA Kheswa 

Nil 

Cllr ME Mbatha 

Nil 

Cllr S.M. Banda 

Nil 

Cllr S. Zikalala 

Nil 

Cllr S.N. Mvelase 

Nil 

Cllr N.C. Mbhele 

Nil 

Cllr B.C. Majola 

Nil 

Cllr N.L. Zikalala 

Nil 

Cllr H.L. Madonsela 

Nil 

Cllr M. Madondo 

Nil 

Cllr T.B.M. Shezi 

Nil 

Cllr ZV Mabele 

Nil 

Cllr S.J. Twala 

Nil 

Cllr Simelane 

Nil 

Cllr MB Mbhele 

Nil 

Cllr MR Zwane 


Municipal Manager 

Mr. K.S. Khumalo 

Nil 

Other section 56 officials: 

Mr. L.S. Hlongwane 

Nil 

Mr. O.S. Mnguni 

Nil 

Mr. M.I Mbona 

Nil 
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APPENDIX K (I): REVENUE COEEECTION PEREORMANCE BY VOTE 


Information available on the AFS 


Page 0 
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APPENDIX K (II): REVENUE COEEECTION BY SOURCE 


Information available on the AES 
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APPENDIX L: CONDITIONAL GRANTS RECEIVED: EXCEUDING MIG 


Conditional Grants: excluding MIG 

R’ 000 

Details 

Budget 

Adjustment 

budget 

Actual 

Variance 

Major conditions 
applied by donor 
(continue below if 
necessary) 

Budget 

Adjustment 

budget 

Neighbourhood 

Development 

Grant 

n/a 

n/a 

n/a 

n/a 

n/a 

n/a 








Public Transport 
Infrastructure and 
Systems Grant 

n/a 

n/a 

n/a 

n/a 

n/a 

n/a 

Expanded Public 
Works Program 

R 1000 000, 00 

RO, 00 

R 762 390, 45 

R 1000 000, 00 

RO, 00 

Job Creation 

Department of 
Energy 

R0,00 

RO, 00 

RO, 00 

RO, 00 

R0,00 

Electricity Grant 

Other grant 














Total 







* This includes Neighbourhood Development Partnership Grant, Public Transport Infrastructure and Systems Grant and any other grant 
excluding Municipal Infrastructure Grant (MIG) which is dealt with in the main report, see T 5.83. Variances are calculated by dividing the 
difference between actual and original/adjustments budget by the actual. Obtain a list of grants from national and provincial government. 
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APPENDIX M (I): CAPITAL EXPENDITURE -NEW ASSETS PROGRAMME 

Capital Expenditure - New Assets Programme* 


R'OOO 


Description 

Year 1 

Year 0 

Planned capital expenditure 

Actual 

Original 

budget 

Adjustment 

budget 

Actual 

expenditure 

FY+1 

FY+2 

FY+3 

n/a 
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APPENDIX M (II): CAPITAL EXPENDITURE-UPGRADE/RENEWAL PROGRAMME 

Capital Expenditure - Upgrade/Renewal Programme 


R'OOO 


Description 

Year 1 

Year 0 

Planned capital expenditure 

Actual 

Original 

budget 

Adjustment 

budget 

Actual 

expenditure 

FY+1 

FY+2 

FY+3 

n/a 
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APPENDIX N: CAPITAL PROGRAMME BY PROJECT CURRENT YEAR 


Capital Programme by Project: Year 0 R’OO 

Capital project 

Original 

budget 

Adjustment bndget 

Actual 

Variance 

(Act/Adj.) 

% 

Variance 

(Act/OB) 

% 

Infrastructure-Road 

Road name 

Project A: 
Construction of 3, 

4 km of 

Ekuvukeni phase 

III paved road. 

R6 500 000.00 

R7 280 000.00 

R5 929 478.40 

19% 

9% 

Project B: 
Construction of 
5km of Uitval 
phase paved road. 

R5 700 000.00 

R8 222 000.00 

R4 541 274.49 

45% 

20% 

Project C: 
Construction of 

3,1 km 

Obhukwini 
gravel road 

R1 100 000.00 

R2 925 000.00 

R1 984 388.33 

32% 

-80% 

Project D: 
Construction of 

9,2 km 

Emanseleni 
gravel road 

R9 063 283.00 

R13 948 283.00 

R6 310 888.79 

45% 

30% 

Project E: 
Construction of 
3km of 

Emabhasini to 
Mjindini gravel 
road 

R5 434 075.00 

R3,234,075.00 

R2 397 392.68 

26% 

56% 

Project F: 
Maintenance of 

22,9 km of gravel 
road in Indaka 

R4 250 000,00 

R 4 250 000.00 

R4 026 032.95 

5% 

5% 

Sports, Arts & Culture 

Project G 
Construction of 
multi-purpose 
sports centre in 
ward 4 

R1 103 642.00 

R5 996 642.00 

R1 575 543.03 

74% 

-14% 

Project H 
Construction of 
sports field in 
ward 1 

R1 500 000.00 

Rl,710,000.00 

RO.OO 

100% 

100% 

Fencing of the 
landfill site 

R1 700 000.00 

R1 700 000.00 

R1 235 245.24 

27% 

27% 

Electrification/High Mast Lights 

Erection and 
commissioning of 

5 high masts 
lights at Uitval 

R 1 200 000.00 

R 1 200 000.00 

R1 059 381.56 

12% 

12% 

Erection and 
commissioning of 

4 high masts 
lights at 

Waaihoek 

R 1 200 000.00 

R 1 325 000.00 

R163 040.67 

88% 

86% 
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APPENDIX O: CAPITAL PROGRAMME BY PROJECT BY WARD CURRENT YEAR 


Capital Programme by Project by Ward: Year 0 

Capital Project 

Ward(s) affected 

Work completed (Yes/No) 

Electricity/High Mast Lights 

Project A: Erection and commissioning of 5 high mast lights at 
Uitval 

2 

Yes 

Project B: Erection and commissioning of 4 high mast lights at 
Uitval 

6 

No 

Infrastructure-Road 

Project A: Construction of 3, 4 km of Ekuvukeni phase 111 paved 
road. 

5 

No 

Project B: Construction of 5km of Uitval phase paved road. 

2 

No 

Project C: Construction of 3,1 km of Obhukwini gravel road 

8 

Yes 

Project D: Construction of 9,2 km of Emanseleni gravel road 

10 

Yes 

Project E: Construction of 3 km of Emabhasini to Mjindini gravel 
road 

9 

Yes 

Project F; Maintenance of 22,9 km of gravel roads 

All wards 

Yes 

Community Facilities 

Project G: Construction of multipurpose centre 

4 

No 

Project O : Completion of Sports Field in ward 1 by 31 March 

2014. 

1 

No 

Refuse collection 

Project A: Weekly removal of refuse from Uitval, Ekuvukeni and 
Waaihoek. 

2,5&6 

Yes, On-going 

Other projects 

Project A: Fencing of Land fill site of Ekuvukeni 

5 

Yes 
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APPENDIX P: SERVICE CONNECTION BACKLOGS AT SCHOOLS AND CLINICS 


Service Backlogs: Schools and Clinics 

Schools (Names and location) 

Water 

(Y/N) 

Sanitation (Y/N) 

Electricity 

(Y/N) 

Solid Waste 
Collection (Y/N) 

Ward 

Bhande H 

No 

Yes 

Yes 

No 

9 

Bhekabathembu H 

No 

Yes 

Yes 

No 

9 

Cengesi P 

No 

Yes/not in good 
state 

Yes 

No 

8 

Dival P 

Yes 

Yes/not in good 
state 

Yes 

No 

2 

Dumangobuhle P 

Yes 

Yes 

Yes 

No 


Dumisa C 

No 

Yes 

No 

No 

8 

Ecancane P 

No 

Yes 

Yes 

No 

8 

Eludimbi P 

No 

No 

No 

No 

10 

Emabhekazi C 

Yes 

Chemical toilets 

Yes 

No 

6 

Emafusini SP 

Yes 

Yes 

Yes 

No 

2 

Emahlekwane JP 

No 

Mobile toilets 

Yes 

No 

3 

Emalahleni P 

Yes 

Yes 

Yes 

No 

5 

Embizeni H 

Yes 

Yes 

Yes 

No 

5 

Emlilweni P 

No 

Yes 

No 

No 

9 

Empolombeni P 

Yes 

Yes 

Yes 

No 


Engqondweni H 

Yes 

Yes 

Yes 

No 

2 

Fundani P 

Yes 

Yes 

Yes 

No 

10 

Gabangemfundo P 

Yes 

Yes 

Yes 

Yes 

2 

Ilenge P 

No 

Yes 

No 

No 

7 

Imfanelo SP 

Yes 

Yes 

Yes 

Yes 

6 

Impolwane H 

Yes 

Yes 

Yes 

No 

1 

Inkunzi P 

Yes 

Yes 

Yes 

No 

5 

Intandoyesizwe H 

Yes 

Yes 

Yes 

Yes 

2 

Isibankwa P 

Yes 

Yes 

Yes 

No 

10 

Jobe S 

No 

Yes 

Yes 

No 

7 

Khuthalani P 

Yes 

Yes 

Yes 

No 


Kwamgabo P 

Yes 

Yes 

Yes 

No 

9 

Langalethu SP 

Yes 

Yes 

Yes 

No 

3 

Limehill H 

Yes 

Yes 

Yes 

No 

3 

Lokothwayo C 

Yes 

Yes 

Yes 

No 

8 

Lubelo P 

Yes 

Yes 

Yes 

No 

1 

Madlala P 

Yes 

Yes 

Yes 

Yes 

4 

Mandlakhe S 

No 

Yes 

No 

No 

9 

Mankayana H 

No 

Yes 

Yes 

No 

8 

Mbango P 

Yes 

Yes/ Fell down 

Yes 

No 

10 

Mbelebele P 

No 

Yes 

Yes 

No 

7 

Mbizoyamaswazi P 

Yes 

Yes 

Yes 

No 


Melusi P 

No 

Yes 

No 

No 

1 

Mhlumayo P 

No 

Yes 

Yes 

No 

9 

Mkhulunyelwa P 

Yes 

Yes 

Yes 

No 


Mlonyeni P 

Yes 

Yes 

Yes 

No 


Mndeni P 

Yes 

Yes 

Yes 

No 

1 

Mngayi P 

Yes 

Yes 

Yes 

No 

1 

Mntungwa P 

No 

Yes 

No 

No 

8 

Mnyanda P 

No 

No 

No 

No 


Mzimela S 

Yes 

Yes 

Yes 

No 

4 

Mziyonke P 

Yes 

Yes 

Yes 

No 

8 

Namakazi P 

Yes 

Yes 

Yes 

Yes 

4 

Nethezeka H 

Yes 

Yes 

Yes 

No 


Ngcede JP 

Yes 

Yes 

Yes 

No 

3 

Ngoza S 

Yes 

Yes 

Yes 

No 

6 

Nhlalakahle P 

Yes 

Yes 

Yes 

No 


Nhlambamasoka P 

Yes 

Yes 

Yes 

No 


Nkanyezi P 

Yes 

Yes 

Yes 

No 

7 
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Nodada P 

No 

No 

Yes 

No 

7 

Nsikayezwe C 

Yes 

Yes 

Yes 

No 

7 

Ntokozo P 

Yes 

Yes 

Yes 

No 


Ntshele P 

Yes 

Yes 

Yes 

No 

6 

Ntshosho P 

Yes 

Yes 

Yes 

No 

8 

Nyende P 

Yes 

Yes 

Yes 

No 


Oqungweni P 

Yes 

Yes 

Yes 

No 

9 

Phindokuhle H 

Yes 

Yes 

Yes 

No 

4 

Sahlumbe H 

Yes 

Yes 

Yes 

No 

10 

Shangela P 

Yes 

Yes 

Yes 

No 

6 

Sibongintutliuko P 

Yes 

Yes 

No 

No 


Sicelukukbanya H 

Yes 

Yes 

Yes 

No 

4 

Sigidi Sabatbembu P 

Yes / Jojo 

Yes/ 03 

Yes 

No 

7 

Sigweje H 

No 

Yes 

Yes 

No 

1 

Silokoza S 

Yes 

Yes 

Yes 

No 

8 

Sipbendukile P 

Yes 

Yes 

Yes 

No 

3 

Sipbimfundo S 

Yes 

Yes 

Yes 

No 

4 

Sivukile P 

Yes 

Yes 

Yes 

Yes 

5 

Siyapbambili P 

Yes 

Yes 

Yes / closed 

No 

4 

Somblosbana P 

Yes 

Yes 

Yes 

No 

6 

Sondoda JP 

Yes 

Yes 

Yes 

Yes 

5 

Thembokuble P 

Yes / tanks 

Yes 

No 

No 

7 

Thobezweni P 

Yes 

Yes 

Yes 

No 

7 

Thobisizwe P 

No 

Yes 

Yes 

No 

4 

Tholeni P 

Yes 

Yes 

Yes 

No 

3 

Thutbukani P 

Yes 

Yes 

Yes 

No 


Umbango S 

Yes 

Yes 

Yes 

No 

1 

Vikinduku P 

Yes 

Yes 

Yes 

No 


Wittekleinfontein P 

Yes 

Yes 

Yes 

No 

8 

Zikode H 

Yes 

Yes 

Yes 

No 

8 

Zimisele P 

Yes 

Yes 

Yes 

No 



Clinics (names and location 






Sablumbe clinic 

Yes 

Yes 

Yes 

No 

10 

Gcinalisbone clinic 

Yes 

Yes 

Yes 

No 

9 

KwaMteyi clinic 

Yes 

Yes 

Yes 

No 

8 

Ekuvukeni clinic 

Yes 

Yes 

Yes 

No 

5 

Limebill clinic 

Yes 

Yes 

Yes 

No 

3 

Sgweje clinic 

Yes 

Yes 

Yes 

No 

1 
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APPENDIX Q: SERVICE BACKEOGS EXPERIENCED BY COMMUNITY WHERE 
ANOTHER SPHERE OE GOVERNMENT IS RESPONSIBEE EOR SERVICE 
PROVISION 


Service Backlogs Experienced by the Community where another Sphere of Government is the Service Provider 
(where the municipality whether or not act on agency basis) 

Services and location 

Scale of backlog 

Impact of backlog 

Clinics: 

High 

High 




Housing: 

High 

High 







Licencing and Testing Centre: 

High 

High 




Reservoirs 

High 

High 




Schools (Primary and High): 

Medium 

Low 




Sports Fields: 

High 

Medium 







Tertiary education centres 

High 

High 
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APPENDIX R: DECLARATION OF LOANS AND GRANTS MADE BY THE 
MUNICIPALITY 


Declaration of Loans and Grants made by the municipality: Year 0 


All Organisation or 

Natnre of project 

Conditions attached 

Valne Year 0 

Total Amonnt 

Person in receipt of 


to fnnding 


committed over 

Loans */Grants* 




previons and future 

provided by the 
mnnicipality 



R’OO 

years 


No loans made during the year 
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APPENDIX S: DECLARATION OF RETURNS NOT MADE IN DUE TIME UNDER 
MFMA S71 


DECLARATION OF RETURNS NOT MADE IN DUE TIME UNDER MFMA S71 


Month 


Mayor (Y/N) 


Declaration made to the: 


Date 

Provincial 

Date 

National 

Date 


Treasnry (Y/N) 


Treasury (Y/N) 



July 

August 

September 

October 

November 

December 

January 

February 

March 

April 

May 

June 


No declarations made 
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APPENDIX T: NATIONAL AND PROVINCIAL OUTCOME FOR LOCAL 
GOVERNMENT 



National and Provincial Ontcomes for Local Government 

Outcome/Output 

1 Progress to date | Nnmber or percentages achieved 
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ACTION PLAN ADDRESSING AG FINDINGS ON THE 2014/2015 FINANCIAL YEAR 

No. 

AFS 

Component 

Criteria 

AGSA Finding 

Root cause 

Remedial action 
required 

Repeat 

Finding 

Status/Progress 
to date 

Responsibilit 

y 

POE 

Due date 

1 

PERFOMANCE MANAGEMENT 

1,1 

Material 
amendments 
to the Annual 
Performance 
Report 

As required by section 
41 of the Municipai 
Systems Act, "A 
municipality must in 
terms of its 
performance 
management system 
and in accordance 
with any regulations 
and guidelines that 
may be prescribed — 

a) set appropriate key 
performance 
indicators as a 
yardstick for 
measuring 

performance, inciuding 
outcomes and impact, 
with regard to the 
municipality’s 
development priorities 
and objectives set out 
in its integrated 
development plan; 

b) set measurable 
performance targets 
with regard to each of 
those deveiopment 
priorities and 
objectives; 

On comparison of 
the Service delivery 
and budget 
implementation pian 
(SDBIP) and the 
Annuai Performance 
Report (APR) 
inconsistencies were 
found between 
planned and 
reported indicators 
and targets. 

Inadequate review 
of the annual 
performance 
report against the 
Integrated 
Development Plan 
and the Service 
Delivery and 

Budget 

Implementation 

Plan to ensure 
completeness and 
accuracy of 
reported 
Development 
objectives. 

Indicators and 
Targets 

1. A checklist will be 
developed by the 
municipality listing all 
legislative requirements 
that the municipality 
should comply with. 

Ongoing monitoring, by a 
delegated official, against 
this compliance checklist 
should be performed. 

2. The IDP or PMS 

Manager will ensure that 
the development priorities 
listed in the IDP, SDBIP 
and APR are aligned. 

3. Management should 
review the IDP, SDBIP 
and APR prior to approval 
and adjustments budget to 
ensure alignment between 
documents. Where 
misalignment is identified, 
all necessary changes 
must be made. 

Appropriate action must 
be taken against non- 
complying staff. 


The annual 
performance 
report was 
amendment as per 
AG advice and 
was tabled 
together with 
annual report on 
the 5th February 
2016 to Council. 

The amended 

SDBIP was tabled 
to Exco on the 

19th February 

2016. 

IDP 

MANAGER & 
INTERNAL 
AUDIT 
MANAGER 

1. Council 
approved 
Reviewed 
SDBIPs, IDP 
and Scorecard 
with council 
resolution. 

2. Advertiseme 
nt of the public 
notice in the 
newspaper 
and website 

2/28/2016 & 
ONGOING 


Page 0 


2014/2015 


1,2 

Reliability of 
reported 
performance 
information 

As per paragraph 5.2 
Framework for 

Managing Programme 
Performance 

Information (FMPPI) 
requires the 
municipality to have 
appropriate systems to 
collect, collate, verify 
and store performance 
information to ensure 
valid, accurate and 
complete reporting of 
actual achievements 
against planned 
objectives, indicators 
and targets. 

Appropriate and 
sufficient information 
could not be 
provided to 
substantiate the 
reported information 

No review by 
management to 
ensure that 

reported indicators 
and targets are 
substantiated by 
verifiable 

processes which 
produce sufficient 
supporting 
documentation. 
Management 
failed to implement 
a proper records 
keeping system. 

Management should 

ensure that proper 

processes and procedures 
are established to collect, 
collate, verify and store 
information. All reported 
performance must be 
validated prior to 

submission for audit. 

Management should 

establish an adequate 
approved filing system to 
ensure prompt and 

timeous record keeping. 

No 

The reported 
information for 
quarter 1 and 
quarter 2 has 
been backed by 
reliable 

information but 
there are areas of 
concern identify by 
Internal Audit but 
the Management 
is busy rectifying 
that. 

IDP 

MANAGER & 
INTERNAL 
AUDIT 
MANAGER 

1. Council 
approved 
Reviewed 
SDBIPs, IDP 
and Scorecard 
with council 
resolution. 

2. Advertiseme 
nt of the public 
notice in the 
newspaper 
and website 

30-Apr-16 

1,3 

Measures 
not taken to 
improve 
performance 

Section 46 (1) (c) of 
the MSA states that, 

"a municipality must 
prepare for each 
financial year a 
performance report 
reflecting measures 
taken to improve 
performance." 

indicators and 
targets have been 
identified as "In 
Progress” and “Not 
done” in the annual 
performance report 
and did not include 
adequate measures 
to improve 
performance: 

The quarterly 
performance 
reporting process 
is not implemented 
timeously and 
effectively to 
enable monitoring 
of performance 
and 

implementation of 
corrective 

measures. 

Management must ensure 
that adequate review of 
the annual performance 
report takes place prior to 
submission for auditing. 

The accounting officer 
must enable proper 
oversight relating to the 
quarterly process to 
ensure that targets are 
completed timely and 
information is relevant to 
monitor performance and 
take corrective action 
where necessary. 

No 

Measures to 
improve 

performance have 
been identified in 
the areas of 
service delivery 
and the 

implementation is 
undenway. 

IDP 

MANAGER & 
INTERNAL 
AUDIT 
MANAGER 

1. Council 
approved 
Reviewed 
SDBIPs, IDP 
and Scorecard 
with council 
resolution. 

2. Advertiseme 
nt of the public 
notice in the 
newspaper 
and website 

30-Apr-16 

1,4 

Performance 

Agreements 

Section 57 (4)(a) of 
the Municipal Systems 
Act 32 of 2000 (Sec. 

57 4A) (MSA) states: 
"The provisions of the 
Municipal Finance 
Management Act 
conferring 

responsibilities on the 
accounting officer of a 
municipality must be 
regarded as forming 
part of the 
performance 
agreement of a 
municipal manager”. 

On review of the 
performance 
agreement of the 
Municipal manager It 
was found that 
requirements of 
section 62(1) was 
not included as part 
of the agreement 
which results in non- 
compliance with 
section 57 4A. 

The municipal 
council did not 
implement 
adequate controls 
over the 
monitoring of 
compliance with 
laws and 

regulation relating 
to performance 
management. 

Monitoring control tools 
such as compliance 
checklist must be 
implemented to ensure all 
performance management 
compliance matters are 
considered and taken into 
account when finalising 
performance agreements. 

No 

Acting Municipal 
Manager has 
signed his 
performance 
agreement 
together with the 
ACFO. 

IDP 

MANAGER & 
INTERNAL 
AUDIT 
MANAGER 

Performance 

Agreements 

30-Apr-16 
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1,5 

Annual 

Performance 

Evaluation 

Municipal 

Performance 
Regulations 27(4) (a) 
(GNR 805) states: 

"The annuai 
performance appraisal 
must involve 

a) assessment of the 
achievement of results 
as outlined in the 
performance plan," 

Through enquiry it 
was confirmed that 
no performance 
appraisals were 
conducted for any 
employees for the 
14/15 Financial Year 
as well as no 
bonuses paid out to 
employees 

Due to instability 
within the 
management of 
the municipality, 
performance 
processes were 
not implemented. 

Performance evaluations 
must be conducted for all 
employees without delay. 
The acting municipal 
manager must evaluate 
deficiencies in current 
processes and implement 
controls to mitigate all 
risks identified. 

No 

The annual 
performance 
evaluation for 
Director Planning 
and Technical 
Services will be 
conducted on the 

4th April 2016. 

IDP 

MANAGER & 
INTERNAL 
AUDIT 
MANAGER 

Performance 

Evaluation 

Reports 

30-Apr-16 

1,6 

Control 

deficiencies 

noted in 

performance 

information 

processes 

Regulation 7 of the 
Municipal planning 
and performance 
management 
reguiations (MPPMR) 
states that, “A 
municipality’s 
performance 
management system 
entails a framework 
that describes and 
represents how the 
municipality's cycle 
and processes of 
performance planning, 
monitoring, 

measurement, review, 
reporting and 
improvement will be 
conducted, organised 
and managed 
including determining 
the roles of the 
different role players." 

Quarterly 
performance 
scorecards prepared 
by the IDP/PMS 
Officer are not 
reviewed by the 
Municipal Manager. 

Management 
responsible for 
performance 
information did not 
establish and 
implement SOP’s 
for data collection, 
collation and 
verification 
procedures in the 
municipality. 

Management should 
immediately develop and 
implement standards 
operating procedures 
(SOP'S). A checklist of the 
SOP'S can be developed 
and given to the general 
managers to be completed 
on a weekly and monthly 
basis. 

No 

All reports prior 
submission to 
relevant bodies is 
signed off by the 
Accounting 

Officer. 

IDP 

MANAGER & 
INTERNAL 
AUDIT 
MANAGER 

Signed reports 
as evidence of 
review 

30-Apr-16 
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1,7 

1. Measura 
bility of 

indicators 
and targets 

As per paragraph 3.3 
of the Framework for 
Managing Programme 
Performance 

Information (FMPPI) 
requires the following: 

• Performance targets 
must be specific in 
clearly identifying the 
nature and required 
level of performance.- 
Performance targets 
must be measurable.- 
The period or deadline 
for delivery of targets 
must be specified. - 
Performance 
indicators must be well 
defined by having 
clear data definitions 
so that data can be 
collected consistently 
and is easy to 
understand and use.- 
Performance 
indicators must be 
verifiable, meaning 

that it must be 
possible to validate 
the processes and 
systems that produced 
the indicator/measure. 

The indicators were 
not measurable due 
to it not being well 
defined. 

Management has 
failed to 

adequately review 
the IDP and 
SDBIP to ensure 
all indicators and 
targets are in line 
with the 

requirements of 
the FMPPI. 

Management should 

design and implement 
data definitions to ensure 
indicators are targets are 
specific, unambiguous and 
time-bound. All indicators 
are targets should be 
reviewed against the 
requirements of the 

FMPPI to ensure useful 
reporting. 

No 

The Management 
has reviewed 
indicators and 
targets during Mid- 
Year and Internal 
Auditor is auditing 
id those reviews 
are in line with the 
requirements of 
the FMPPI 

IDP 

MANAGER & 
INTERNAL 
AUDIT 
MANAGER 

1. Council 
approved 
Reviewed 
SDBIPs, IDP 
and Scorecard 
with council 
resolution. 

2. Advertiseme 
nt of the public 
notice in the 
newspaper 
and website 

30-Apr-16 

1,8 

1. inconsist 
encies 

between the 
integrated 
deveiopment 
pian (iDP) 

and APR 

As required by section 
41 of the Municipal 
Systems Act, “A 
municipality must in 
terms of its 

performance 
management system 
and in accordance 
with any regulations 
and guidelines that 
may be prescribed — 

d) set appropriate key 
performance 
indicators as a 

yardstick for 

On comparison of 
the APR against the 
IDP and SDBIP, 
inconsistencies were 
found 

Inadequate review 
of the annual 
performance 
report against the 
Integrated 
Development Plan 
and the Service 
Delivery and 

Budget 

Implementation 

Plan to ensure 
completeness and 
accuracy of 

reported 
Development 
objectives. 

Management should 

identify all inconsistencies 
and misalignment between 
the IDP, SDBIP and APR 
and make all the 
necessary changes to the 
2014/2015 documents to 
ensure useful information 
is planned, performed and 
reported on consistently. 

No 

The Management 
has reviewed 
indicators and 
targets during Mid- 
Year and Internal 
Auditor is auditing 
id those reviews 
are in line with the 
requirements of 
the FMPPI 

IDP 

MANAGER & 
INTERNAL 
AUDIT 
MANAGER 

1. Council 
approved 
Reviewed 
SDBIPs, IDP 
and Scorecard 
with council 
resolution. 

2. Advertiseme 
nt of the public 
notice in the 
newspaper 
and website 

30-Apr-16 
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measuring 

performance, including 
outcomes and impact, 
with regard to the 
municipality’s 
development priorities 
and objectives set out 
in its integrated 

development plan; 

e) set measurable 

performance targets 
with regard to each of 
those development 

priorities and 

objectives; 

f) with regard to each 

of those development 
priorities and 

objectives and against 
the key performance 
indicators and targets 
set in terms of 
paragraphs (a) and 
(b)- 

j) monitor 

performance; and 

measure and review 
performance at least 
once per year” 


Indicators and 

Targets 







2 

SCM & EXPENDITURE MANAGEMENT 
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Three 
quotations 
not obtained 
2,1 for the 

procurement 
of goods and 
services 


Regulation 17(l)(a) 
states, “A supply chain 
management policy 
must further stipulate 
the conditions for the 
procurement of goods 
and services through 
formal \«ritten price 
quotations, which 
must include 
conditions stating that 
quotations must be 
obtained in writing 
from at least three 
different providers 
whose names appear 
on the list of 
accredited prospective 
provides of the 
municipality or 
municipal entity;” 


Vouchers inspected 
and quotations could 
not be obtained from 
suppliers 


Noncompliance 
with SCM 
Regulations 


1. 100% voucher audit and 
all vouchers with no three 

quotations are declared 
irregular expenditure. 

2. All SCM Registers (i.e. 
Deviations, irregular, 

fruitless and wasteful and 
unauthorised expenditure) 
be updated accordingly 
and thereafter on a 
monthly basis and be 
reviewed by senior official. 

3. A checklist be 
developed to identify non- 
compliance with the act at 
procurement stage and 
also to ensure that all 
vouchers are properly 
authorised. 

4. Training of SCM and 
Finance expenditure staff 
on proper processes and 
compliance issues 


Yes 


A 100% Voucher 
audit is being 
finalised for the 
period to 28 
February 2016. An 
irregular 
expenditure 
register is being 
updated to include 
all vouchers with 
no three 
quotations. A 
checklist has been 
developed to 
identify non- 
compliance with 
the act at 

procurement stage 
and also to ensure 
that all vouchers 
are properly 
authorised. 


CFO, SCM 
Accountant & 
Expenditure 
Accountant 


SCM registers 
performed on 
monthly basis 


30-Apr-16 
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2,2 


Insufficient 
reasons for 
section 36 
deviation 


In terms of regulation 
36(l)(a) of the 
MSCMR, “A supply 
chain management 
policy may allow the 
accounting officer to 
dispense with the 
official procurement 
processes established 
by the policy and to 
procure any required 
goods or services 
through any 
convenient process, 
which may include, 
direct negotiations but 
only: 

(i) In an emergency 

(ii) If such goods or 
services are produced 

or available from a 
single service provider 


While audit 
compliance with 
SCM regulations it 
was noted awards 
were made in terms 
of regulation 36(1) 
however there was 
insufficient evidence 
available to 
substantiate the 
emergency. 


Noncompliance 
with SCM 
Regulations 


Regulation 36(2) of 
the MSCMR requires 
that, "The accounting 
officer must record the 
reasons for any 
deviations in terms of 
sub regulation (1) (a) 
and (b) and report 
them to the next 
meeting of the council, 
or board of directors in 
the case of a 
municipal entity, and 
include as a note to 
the annual financial 
statements." 


It was also noted 
that there were no 
evidence to prove 
that the deviation 
was reported to 
council. 


Correct procedures and 
relevant reports to support 
deviation to the SCM 
processes should be 
followed before the 
service provider is 
appointed in terms of 
section 36 and thereafter 
submitted to Council and 
disclosed as note in the 
Annual Financial 
Statement 


Yes 


Section 36 
deviation 
motivations are 
reviewed by CFO 
and MM currently. 


Accounting 

Officer 


Deviation 
register and 
reports 
submitted to 
council 


30Apr-16 
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2,3 

1. Non 
Compliance 
with sec 

65(2) (e) of 
the MFMA- 
invoices not 
paid within 

30 days of 
receipt of 
invoice. 

Section 65(2)(e) 
states, that all money 
owing by the 
municipality be paid 
within 30 days of 
receiving the relevant 
invoice or statement, 
unless prescribed 
otherwise for certain 
categories of 
expenditure. 

During the audit of 
creditors, it was 
noted that the 
municipality has not 
paid its creditors 
within 30 days of 
receipt of invoice or 
statements. 

The accounting 
officer did not 
exercise oversight 
responsibility 
regarding 
compliance with 
laws and 
regulations 
relating to 
expenditure 
management. 

1. Create invoice register 
which will be monitored 
monthly and reviewed by 
Senior Official 

2. Date stamp invoices 
when received and use 
that date as the basis to 

calculate 30 days 

3. All invoices should be 
stamped "PAID" after the 
payment has been made 

to avoid duplication 

4. Perform monthly 
creditor’s reconciliations 
with ageing and be 
reviewed by Senior Official 

5. Design a clear payment 
procedure outlining the 
steps and segregation of 
duties in the procurement 
process. 

Yes 

Creditors are now 
paid within 30 
days unless there 
are compliance 
queries 
outstanding. 

CFO, SCM 
Accountant & 
Expenditure 
Accountant 

Invoice 

register, SOPs 

30-May-16 






6. Punitive measures for 
officials found to be in 
transgression of the act. 
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2,4 


Consultants 
policy and 
related 
document 
not In place 


According to Supply 
Chain Management 
and Guide to 
Accounting Officers: 
Municipaiities and 
Municipai Entities”, 
Consultants should 
only be engaged when 
the necessary skills 
and/or resources to 
perform a 

project/duty/study are 
not available and the 
accounting officer 
cannot be reasonably 
expected either to 
train or to recruit 
people in the time 
available. 


It was noted 
that there was no 
policy or strategy for 
the use of 

consultants which: i) 
defines the main 
purposes and 
objective for 
appointing 
consultantsii) 
includes measures 
to address over 
reliance on 
consultants* The 
consultancy 
reduction plan was 
also not in place* It 
was also noted that 
no management 
review is done to 
determine whether 
the objectives of the 
municipality would 
be better achieved 
by using consultants 
or its own 
permanent staff. 


Management did 
not promote 
accountability and 
service delivery by 
evaluating and 
monitoring 
responses to risks 
and providing 
oversight over the 
effectiveness of 
the internal control 
environment 
including financial 
and performance 
reporting and 
compliance with 
laws and 
regulations. 


Management should 
develop a use of 
consultant's policy and 
consultancy reduction 
plans which: * Details the 
main purposes and 
objective for appointing 
consultants.* Includes 
measures to address over 
reliance on consultants 
(where applicable). and 
they must review, at least 
on an annual basis, 
whether the objectives of 
the institution are better 
achieved through use of 
consultants or permanent 
staff. 


No 


A draft policy is 
being developed 
to manage the use 
of consultants. 

This policy will be 
finalised by the 
end of march and 
tabled to council 
on the council 
meeting in April 
2016. 


CFO, SCM 
Accountant & 
Expenditure 
Accountant 


Use of 
Consultants 
PolicyConsulta 
ncy reduction 
plan 


30-Apr-16 
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2,5 

Prevention of 

irregular 

expenditure 

Section 62(l)(d) of the 
MFMA states that, 

"The accounting 
officer of a 
municipality is 
responsible for 
managing the financial 
administration of the 
municipality, and must 
for this purpose take 
all reasonable steps to 
ensure that 
unauthorised, irregular 
or fruitless and 
wasteful expenditure 
and other losses are 
prevented;’’ 

During the audit of 
disclosure notes it 
was found that 
management had 
incurred 
unauthorised, 
irregular, fruitless 
and wasteful 
expenditure for the 
2014/2015 financial 
year. 

No adequate 
process to prevent 
the occurrence of 
irregular. 

All transgressions that led 
to the incurrence of 
irregular expenditure must 
be investigated with action 
plans being put in place to 
prevent the transgressions 
from occurring again. 

review and enhance the 
current compliance 
checklist used by staff to 
ensure all applicable laws 
and regulations are 
included. 

Internal audit must as part 
of their annual operation 
plan include audits on 
compliance with laws and 
regulations including 
reviews on the adequacy 
and operating 
effectiveness of 
compliance checklists 
used by management. 

yes 

All register of SCM 
are updated on a 
monthly basis and 
will be disclosed in 
the annual 
financial 

statements for the 
year ended 30 

June 2016. 

CFO 

checklist 
scm registers 

30-Apr-16 






SCM Registers be 
updated and thereafter 
performed and reviewed 
by a Senior Official 
monthly. 
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Investigation 
2,6 of irregular 
expenditure 


Section 32 (2) of the 
MFMA states that, "A 
municipality must 
recover unauthorised, 
irregular or fruitless 
and wasteful 
expenditure from the 
person liable for that 
expenditure unless the 
expenditure — 

in the case of 
unauthorised 
expenditure, is — 

authorised in an 
adjustments budget; 
or 

certified by the 
municipal council, 
after investigation by a 
council committee, as 
irrecoverable and 
written off by the 
council; and 

in the case of 
irregular or fruitless 
and wasteful 
expenditure, is, after 
investigation by a 
council committee, 
certified by the council 
as irrecoverable and 
written off by the 
council.” 


During the audit of 
the write-offs of 
irregular expenditure 
amounting to R15 
758 567 it was noted 
that all instances of 
irregular expenditure 
was not investigated 
to determine if any 
person is liable for 
the expenditure. It 
was noted that 
council only 
investigated the 
amounts identified 
during the prior year 
audit and not the 
entire balance of 
irregular 
expenditure. 


No adequate 
oversight and 
monitoring over 
the compliance 
with the MFMA 
due to the lack of 
proper monitoring 
controls such as 
adequate 
compliance 
checklists. 


Review and enhance the 
current compliance 
checklist used by staff to 
ensure all applicable laws 
and regulations are 
included. 

Prepare SCM Registers 
from the prior year to 
current 

Investigate the irregular, 
fruitless and wasteful and 
unauthorised expenditure 

Prepare reports to Council 
and update Annual 
financial statements 

Submit the reports to the 
MEC, Treasury and 
Auditor General 

Depending on the 
outcome of the 
investigations, apply for 
condonation. 


No 


All irregular 
expenditure items 
are reported to 
council on a 
monthly basis. 
There are 
investigations 
recommend by 
council at this 
point in time. 


SCM registers 
Reports to 
Council 
AFS 


30-Aug-16 
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2,7 

Section 32 
(MFMA) 
reports not 
submitted 

The MFMA, section 

32(4) states the 
following, “The 
accounting officer 
must promptly inform 
the mayor, the MEC 
for local government in 
the province and the 
Auditor-General, in 
writing, of 

(a) any unauthorised, 
irregular or fruitless 
and wasteful 
expenditure incurred 
by the municipality; 

(b) whether any 
person is responsible 
or under investigation 
for such unauthorised, 
irregular or fruitless 
and wasteful 
expenditure; and 

(c) the steps that have 
been taken — 

(i) to recover or rectify 
such expenditure; and 

to prevent a 
recurrence of such 
expenditure." 

During the audit, it 
was noted that the 
municipality did not 
comply with section 
32(4) of the MFMA, 
as reports were not 
submitted by the 
Municipal Manager 
to the mayor, MEC 
for Local 

government and the 
Auditor-General with 
regards to 
unauthorised, 
irregular, fruitless 
and wasteful 
expenditure. 

Management has 
not implemented 
adequate 
monitoring 
controls and tools 
such as 
compliance 
checklists to 
ensure compliance 
with all related 
laws and 
regulations. 

Review and enhance the 
current compliance 
checklist used by staff to 
ensure all applicable laws 
and regulations are 
included. 

Prepare SCM Registers 
from the prior year to 
current 

Investigate the irregular, 
fruitless and wasteful and 
unauthorised expenditure 

Prepare reports to Council 
and update Annual 
financial statements 

Submit the reports to the 
MEC, Treasury and 

Auditor General 

Depending on the 
outcome of the 
investigations, apply for 
condonation. 

no 

An irregular 
expenditure 
register is being 
updated to include 
all vouchers with 
no three 
quotations. A 
checklist has been 
developed to 
identify 

noncompliance 
with the act at 
procurement stage 
and also to ensure 
that all vouchers 
are properly 
authorised. 

CFO 

SCM registers 
Reports to 
Council 

30-Jun-16 

3 

REVENUE 
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3,1 

Non 

collection of 
long 

outstanding 

debtors 

Section 62(l)(f)(iii) of 
the MFMA states, The 
accounting officer of a 
municipality is 
responsible for 
managing the financial 
administration of the 
municipality, and must 
for this purpose take 
all reasonable steps to 
ensure that the 
municipality has and 
implements a credit 
control and debt 
collection policy 
referred to in section 

96 (b) of the Municipal 
Systems Act;’’ 

During the audit of 
Trade and Other 
Receivables, it was 
noted that some 
amounts have been 
outstanding for more 
than 120 days on 
rates and refuse 

This results in 
material non- 
compliance of 
section 62(1) (f) 

(iii) and may also 
result in financial 
loss for the 
municipality as the 
municipality is 
unable to recover 
the revenue for 
services rendered. 

Management should 
ensure that mechanisms 
included in the policy for 
the collection of amounts 
owed are implemented. 

Such mechanisms include 
following up on 
outstanding debtors on a 
monthly basis, entering 
into agreements with 
debtors to collect equal 
instalments. 

No 

A revenue 
enhancement 
strategy is being 
developed. This 
will also cater for 
credit control 

measures. 

CFO 

Credit control 
mechanism 
which may 
include, letters 
of demand, 
correspondenc 
e with 
attorneys, 
arranged 
terms of 
payment, 
correspondenc 
es with other 
organs of state 
and treasury. 
Report on debt 
collection 
submitted to 
Council 

30-Apr-16 

4 

GRANTS 
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No Grant 
4,1 evaluation 
report 


In terms of 
section 12(5) of 
the Division of 
Revenue Act, “The 
receiving officer must 
evaluate the financial 
and non-financial 
performance of the 
provincial department 
or municipality, as the 
case may be, in 
respect of 

programmes partially 
or fully funded by a 
Schedule 5 allocation 
and submit such 
evaluation to the 
transferring national 
officer and the 
relevant provincial 
treasury within two 
months — (a) in respect 
of a provincial 
department, after the 
end of the 2014/15 
financial year of the 
provincial department; 
and (b) in respect of a 
municipality, after the 
end of the 2014/15 
financial year of the 
municipality. 


The municipality did 
not evaluate its 
performance in 
respect of 

programmes funded 
by the Conditional 
Grants, as required 
by section 12(5) of 
the Division of 
Revenue Act. 


Non Compliance 
with Division of 
Revenue Act 


Management should 
review the existing 
compliance checklist for 
completeness of the 
applicable laws and 
regulation that the 
municipality is required to 
comply with. This checklist 
should be implemented 
and should be reviewed 
on regular basis by the 
accounting officer and 
internal audit to ensure 
operating effectiveness. 


No 


A review the 
existing 
compliance 
checklist for 
completeness of 
the applicable 
laws and 

regulation that the 
municipality is 
required to comply 
with is currently 
being reviewed 
and 

implementation 
will be done 
beginning of April 
2016 


CFO 


Compliance 

checklist 


30-Mar-16 
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4,2 

No grant 
quarterly 
non-financial 
report 

In terms of 
section 12(2) (c) of 
the Division of 

Revenue Act (DORA), 
"The relevant 
receiving officer must, 
in respect of a 

Schedule 5 or 7 
allocation to a 
province or 
municipality, submit a 
quarterly non-financial 
performance report 
within 30 days after 
the end of each 
quarter to the 
transferring national 
officer and the 
relevant provincial 
treasury.” 

The municipality did 
not submit quarterly 
non-financial 
performance reports 
to the transferring 
national officer, the 
relevant provincial 
treasury and the 
National Treasury, 
within 30 days after 
the end of each 
quarter, as required 
by section 12(2)(c) 
of the Division of 
Revenue Act in 
respect of 

non-compliance 
with section 12(2) 

(c) of the DoRA. 

Management should 
review the existing 
compliance checklist for 
completeness of the 
applicable laws and 
regulation that the 
municipality is required to 
comply with. This checklist 
should be implemented 
and should be reviewed 
on regular basis by the 
accounting officer and 
internal audit to ensure 
operating effectiveness. 

No 

All schedules of all 
required 

submissions have 
been submitted to 
the Municipality by 
Provincial 
Treasury. These 
are monitored to 
ensure submission 
dates are met. 

CFO 

Compliance 

checklist 

30-Mar-16 

5 

PPE 










5,1 

No asset 
impairment 

GRAP 26 paragraph 

19 states, “An entity 
shall assess at each 
reporting date whether 
there is any indication 
that an asset may be 
impaired. If any such 
indication exists, the 
entity shall estimate 
the recoverable 
amount of the asset.” 

During the physical 
verification of 
community assets 
the following assets 
were noted as 
damaged and not in 
use. However there 
was no evidence 
available to 
determine if the 
municipality did 
assess the assets 
for impairment. 

Verification of 
assets were not 
adequately 
performed 
resulting in non- 
compliance with 
GRAP 26 

conduct an assessment on 
all infrastructure assets, 

• determine the 
recoverable amount, 

• make all necessary 
adjustments and provide 
supporting documents for 
audit purposes. 

No 

A Fixed asset 
verification project 
has been 
completed for 
movable assets. 

An asset register 
is being updated 
with all the 
changes. 

CFO 

Infrastructure 

Assessment 

Report 

30-JUI-16 

5,2 

incompiete 
project 
ciassified as 
compiete in 
the FAR 

GRAP 17 paragraph 

61 states that, 
"Depreciation of an 
asset begins when it is 
available for use, i.e. 
when it is in the 
location and condition 
necessary for it to be 
capable of operating in 

During the physical 
verification of 
community assets 
an asset was not 
completed but 
disclosed as 
completed or asset 
in use in the fixed 
asset register. 

No proper 
oversight relating 
to asset 

management as 
asset verification 
procedures 
performed by the 
asset team was 
inadequate. 

The cost of the asset must 
be transferred to work in 
progress and accumulated 
depreciation being 
reversed. 

No 

All completed 
projects are 
transferred from 
WIP to completed 
assets as soon 
completion 
certificates 
certified by 
engineers 

CFO 

Correcting 
journal entries 

30-Mar-16 
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the manner intended 
by management." 





(Consultants). 




5,3 

Inappropriate 

asset 

description 

As per section 63(1) of 
the MFMA, “The 
accounting officer of a 
municipality is 
responsible for the 
management of 

(a) the assets of the 
municipality, including 
the safeguarding and 
the maintenance of 
those assets;” 

Subsection 2 further 
states, “The 
accounting officer 
must for the purposes 
of subsection (1) take 
all reasonable steps to 
ensure — 

(a) that the 
municipality has and 
maintains a 
management, 
accounting and 
information system 
that accounts for the 
assets and liabilities of 
the municipality; 

(b) that the 
municipality's assets 
and liabilities are 
valued in accordance 
with standards of 
generally recognised 
accounting practice; 
and 

(c) that the 
municipality has and 

During the physical 
verification of 
infrastructure it was 
noted that the 
Description stated in 
the FAR of this 
project is not 
appropriately 
detailed as the 

Uitval road projects 
is made up of a no. 
of roads through in 
different locations. 

No proper 
oversight relating 
to asset 

management as 
asset verification 
procedures 
performed by the 
asset team was 
inadequate. 

Management will get the 
co-ordinates etc. and 
amend the description 
accordingly. 

No 

FAR is currently 
being updated and 
should be 
completed by end 
of April 2016. 

CFO 

Updated FAR 

30-JUI-16 
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internal control of 
assets and liabilities, 
including an asset and 
liabilities register, as 
may be prescribed.” 
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5,4 

Improper 
Pay-outs of 
retentions 

Section 63(1) (b) of 
the MFMA states the: 
“The accounting 
officer of a 
municipality is 
responsible for the 
management of the 
liabilities of the 
municipality.” 

During the audit of 
retentions, it was 
found that there 
amounts long 
outstanding. The 
norm at the 
municipality is to pay 
out retentions with 
six months of the 
project being 
completed. Further 
enquiry confirmed 
that these projects 
had been completed 
more than six 
months ago 
however the 
retention has not 
been paid out. 

Technical 
Management does 
not provide 
confirmation on 
the satisfactory 
completion of 
projects to the 
finance 

department after 
the retention 
period. 

Management must 
communicate with the 
technical department on 
the completion of projects. 
Where projects have been 
completed satisfactory, 
processes must be 
implemented to pay out all 
retentions. 

Technical and finance 
management must 
enhance the processes 
relating to completed 
projects and the paying 
out of retentions. 

No 

Technical 
Department has 
been engaged 
with regards all 
projects that have 
been completed 
and retention 
monies will be 
released as they 
became due. 

CFO/ASSET 

OFFICER 

Retention 

Register 

30-Jun-16 

5 

IDP & SDBIP 










5,1 

Adoption 
of the IDP 
and notice to 
the public & 
other 

performance 
related 
compliance 
issues raised 
by AG 

In terms of section 

25(4) of the Municipal 
Systems Act of the 
Republic of South 

Africa, 2000 (Act No. 

32 of 2000) (MSA), "A 
municipality must, 
within 14 days of the 
adoption of its 
integrated 

development plan in 
terms of subsection 
(1) or (3) give notice to 
the public of the 
adoption of the plan; 
and that copies of or 
extracts from the plan 
are available for public 
inspection at specified 
places." 

The municipality did 
not comply with 
section 25(4) of the 
MSA, as notice of 
adoption of the IDP 
was not provided to 
the public within the 
prescribed time 
frame of 14 days. In 
this regard, the IDP 
was adopted on the 
30“' of May 2014; 
however the notice 
was only given to 
the general public 
on the 10th of July 
2014. Therefore 
such notice was only 
given 39 days after 
the adoption of the 
IDP. 

Lack of adequate 
monitoring 
controls and tools 
such as 
compliance 
checklists to 
ensure compliance 
with all 
performance 
related laws and 
regulations. 

Steps should be taken to 
ensure that adequate 
processes and procedures 
are in place to comply with 
the requirements of all 
laws and regulations 
affecting performance 
information especially 
relating to timeframes of 
submissions and 
publications. 

Management should 
review the existing 
compliance checklist for 
completeness of the 
applicable laws and 
regulation that the 
municipality is required to 
comply with. This checklist 
should be implemented 
and should be reviewed 
on regular basis by the 
accounting officer and 
internal audit to ensure 
operating effectiveness. 

No 

The Management 
has developed a 
checklist which is 
in line with MFMA 
Calendar to 
monitor 

compliance issues 
relating to IDP and 
PMS. 

IDP 

MANAGER & 
Performance 

Compliance 

checklist. 

Public Notice 
and council 
resolution 

ONGOING 
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6 

Other 










6,1 

Limitation of 
scope 

All information 
requested by Auditors 
should be submitted 
within the prescribed 
time period as agreed 
in the engagement 
letter 

During the audit 
some information 
requested from the 
Management was 
never submitted to 
the auditors 

Lack of audit 
readiness and 
poor record 
keeping 

Management to prepare 
comprehensive audit 
readiness plan for 2015 

2016 

Each department to 
improve their record 
keeping 

In 

progress 

All HOD'S 

30-Jun-16 

Audit 

Readiness 

Plan 

Updated Filing 
system 

30-Jun-16 

6,2 

Roads 

maintenance 
plan in place 

In terms of the Local 
Government Capital 
Asset Management 
Guideline which 
states: “Once the 
asset policy has been 
formulated, operation 
and maintenance 
plans should be 
developed to give 
effect to the policy. 

During the review of 
roads infrastructure 
it was found that the 
municipality has an 
approved Road 
Maintenance Plan 
(RMP) in place 
however, the plan 
does not provide a 
priority list for the 
renewal and routine 
maintenance of 
roads infrastructure. 
Further inspected a 
priority list for 
projects to be 
implemented during 
the year under 
review and noted 
that the list does not 
specify the roads to 
be 

maintained. Furtherm 
ore it was noted that 
100% of the 
municipality's 2014- 
15 roads 

infrastructure repair 
and maintenance 
budget was 
allocated and spent 
to reactive 
maintenance while 

0% was allocated 
towards 

routine/schedule 

maintenance. 

The road 
maintenance plan 
was not 
adequately 
reviewed to 
ensure all key 
aspects are 
considered when 
finalizing and 
budgeting of the 
financial year. 

The Technical manager 
must perform a review of 
all roads to identify roads 
that need to be prioritised 
in terms of renewal and 
maintenance. The RMP 
must without delay be 
reviewed and amended to 
include the renewal and 
maintenance of roads that 
are a priority. The RMP 
priority list must be taken 
into account when 
finalizing both capital and 
operating budgets relating 
to construction of and 
repairs and maintenance 
of roads. 

In 

progress 

The RMP has 
been reviewed 
and Annexure of 
the roads to be 
maintained in 
2016/2017 
prioritized 

30-Jun-16 

Adjustment 
budget and 
Updated 

Roads 

Maintenance 

Plans 

30-Jun-16 
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